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ECONOMIC ADMINISTRATION REFORMS COMMISSION 
EARC Report No. 28 

ECONOMY IN PUBLIC EXPENDITURE 

I 

Introductory 

O.c of the seven items referred by the Government to the Econo¬ 
mic Administration Reforms Commission for examination was eco¬ 
nomy in public expenditure. The area which can be covered under 
this broad bead is truly vast. Its importance cannot be over-emphasised 
because the continuing increase in the level of public expenditure on 
revenue account at a pace higher than the increase in the national 
income eats into the level of savings in the community and necessitates 
higher taxation of a kind which does not augment the resources avail¬ 
able for development. 

2. Concern over mounting expenditure has led Government to 
take various ad hoc measures from time to time with a view to effect¬ 
ing economy, but these -have not been markedly successful. Some¬ 
times .more comprehensive studies of the possibilities of achieving a 
reduction in public expenditure have been undertaken. In the recent 
past a full-fledged Commission had been appointed to go into this 
question, but for a variety of reasons the Commission was wound up 
and eventually the subject was referred to us. 

Study of trends in Central Government expenditure 

3. Wc felt that as a first step we should embark upon a study ol 
the growth of public expenditure, looking into its various component* 
and the sectors in which outlays have gone up, so as to have a solid 
data base for further studies to be made and for the formulation of 
appropriate recommendations. This study has been completed just 
when the term of the three-man Commiss : on is coming to an end, 
and v.'c are forwarding it with this Report as Enclosure /. The present 
Report is confined to some preFminary observations on the subject of 
economy in public expenditure. However, we arc very conscious of 
the tact that consdering its importance and vastness, the subject war¬ 
rants a much more thorough examination. Government may wish to 
considi i whether certain areas of expenditure, such as subsidies, should 
be remitted to some other agencies or \uFjected to scrutiny by some 
internal task forces withjn the Government. 



II 

Wrong approach to economy 
'Economy'' instructions : adverse results 

4. At this stage, some observations on a wrong approach to eco¬ 
nomy in public expenditure have never been very successful, m spite 
any reductions in Governmental activities or in the number of people 
employed by the Government. That is the reason why efforts at eco¬ 
nomy in public expenditure have never been very successful, in spite 
of concern being expressed about this matter from time to time. But 
whether or not such efforts can be successfully undertaken, it is at 
any rate necessary to recognise that there are no easy routes to eco¬ 
nomy. I he periodical re-issue of ‘economy’ instructions limiting offi¬ 
cial travel, imposing a ban on air-travel by the more jujtior officers, 
putt'ng restrictions on the installation of telephones, the purchase of 
furniture or staff cars, trying to contain the use of stationery and im¬ 
posing nihhrary cuts on contingent expenditure, is a ritual which docs 
not bring about any significant economy; on the other hand, by anting 
down isseotial adjuncts or aids to executive action, they render an 
already inefficient machinery still more inefficient. Moreover, any 
blanket ban. whether on the crcat'on of posts or on the installation of 
telephones, or on the purchase of staff cars or furniture, or on a ; r- 
travel by the ‘non-cntitled' officers, merely means that more work 
lias to be done by way of processing relaxations of the ban in parti¬ 
cular ca^es. Notes have to be recorded by a. number of people and 
they go up to the highest levels, so that we have the strange spectacle 
of Secretary (Expenditure) having to decide whether a particular 
junior officer in one of the administrative Ministries should, unde 
given circumstances, travel by air or not. It is also curious that even 
when a new organisation is set up and has to be provided with the 
necessary laciITt : es, the morons of securing a relaxation of the eco¬ 
nomy insliuctions have to be gone through, and in this process' the 
obvious frequently needs to be stated and re-stated. Clearly, economy 
measures which result in such infrurtuous additions to work are con¬ 
ducive nor to economy hut to the opposite. 

Erosion of delegation 

5. A still more pernicious result of the economy instructions is 
that they cut right across the delegated authority of the Ministries. 
Over the years, the old system of rigid and centralized financial con¬ 
trol has been gradually dcccntrnl'\:d and modernized, and the dele¬ 
gated authority of the Ministries has been progressively stepped up to 
higher levels: Unfortunately, the exercise of that authority, delegated 
formally Brough statutory rules, gets nullified by instructions which 
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require the Ministries to seek the concurrence of the Finance Ministry 
in certain actions even within their delegated sphere, if they come 
within the purview of the so-called ‘economy' measures. 

6. We Lie convinced that whatever the difficulty in bringing about 
economy in the real sense through the more drastic steps of reductions 
in activity or numbers, nothing whatsoever is gainetl by the stereo¬ 
typed economy instructions issued from time to time, and indeed that 
these instructions make for diseconomy rather than economy. If the 
otherall budgetary constraint requires a restraining hand on spending 
by tile Ministries, it would be much better to effect an appropriate 
cut in the aggregate allocations of the Ministries, or limit the normal 
growth from one year to the next to a certain modest percentage , and 
then leave the Ministries free to incur expenditure within the budgetary 
allocation, without having to clear individual administrative actions 
which are within their delegated sphere with the Finance Ministry 
because the ‘economy' instructions require this. 

Misguided cuts on non-Plan' expenditure 

7. A particularly unfortunate feature of the ad hoc efforts at 
economy made from lime to lime is that iliere are essentially directed 
against non-Plan expenditure, the implied assumption being that Plan 
expenditure is developmental and should not be cut whereas non-Plan 
expenditure is' non-dcvelopmcntal and should be minimised. Nothing 
can be more fallacious. Developmental schemes, projects and pro¬ 
grammes undertaken in one Plan period become coi lmitted items of 
expenditure in the ensuing Plan and are classified as "non-Plan”. It 
is obvious that the maintenance and sustained operation of such 
schemes and programmes is as important as, if not even more important 
than, the undertaking of new schemes and programmes; and yet our 
planning is so project-oriented that it is easier to find funds for new 
starts than for keeping existing plant and equipment or roads or bridges 
in good shape or for ensuring the satisfactory operation of existing 
services. Moreover, while the axe tends to fall on "non-Plan” expendi¬ 
ture in any economy drive, there is not enough discipline in regard to 
Plan expenditure. The study in Enclosure I shows that the faster 
growing components of Government expenditure consist of subsidies 
and other transfer payments. These are largely Plan expenditures and 
t!ie>r magnitude and cost-effectiveness with reference to the develop¬ 
mental objectives are matters for careful study, l.conomy drives should 
begin here, insteail of leaving this entire area untouched and concen¬ 
trating on the so-called non-Plan expenditure. 
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Growing expenditure on Government servants 

8. While, as mentioned above, the faster-growing components 
ol government expenditure consist of subsidies and other transfer 
payments, the expenditure on the pay and allowances of Government 
employees has also been growing at a rapid pace, bccairse of the 
increase in both the number of employees and in the scale of 
emoluments including D.A. and other allowances. Leaving aside 
the armed forces of the country, the number of regular civilian 
employees of the Central Government has gone up from 29.7 lakhs 
in 1975 to 34.4 lakhs in 1982. (The number of State Government 
employees l,as increased from 67 lakhs to 89 lakhs over the same 
period). The expenditure on the pay and allowances of the 
civilian employees of the Central Government lias increased from 
Rs. 1468 crorcs in 1974-75 to an estimated Rs. 2960 crores in 
1981-82. Thus, while the number oj employees has increased by 
15.8 per cent, the expenditure on pay and allowances has more than 
doubled over the period. It has been shown in Section V of our 
study, that in most of the years in the period covered, the increase 
in expenditure because of factors other than increased D.A. pay¬ 
ments, such as increased staff, increments, etc., accounted for more 
than 55 per cent of the total increase. Thus, the increase in pay and 
allowances cannot be attributed mainly to adjustments made for 
inflation. It seems clear that unless deliberate steps are taken to 
stop the growth, the pay and allowances components of Government 
expenditure will continue to grow at a fast pace. Among the 
various steps to be taken, emphasis must be placed on halting the 
increase, if not bringing about u reduction in the number of 
Government employees. 

Working Group on staffing pattern & personnel policies 

9. In order to go into the problem of the proliferation of staff 
and some related matters, we set up an inter-ministerial working 
group including representatives of the E.A.R.C., the Ministry of 
Finance, the Department of Personnel & Administrative Reforms 
and the Comptroller & Auditor General of India. The Group made 
a detailed examination of the working of the Department of Agri¬ 
culture (the major part of governmental activities in this mca are 
in the hands of the State Government) and the Department of 
Central Excise, which deals with an exclusively Central subject. 
The Group also studied the existing arrangements in regard to 
effecting economy in the matter of staff and the way in which 
different agencies look into the problem. The report of the Group 
on the staffing of the Department of Agriculture and the Depart¬ 
ment of Central Excise is unanimous, hut in regard to th? ways of 
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ensuring through adequate scrutiny and checks a much tighter 
control on the creation of new posts is not unanimous. 

10. If we were to attempt to do justice to this report and to 
formulate any specific recommendations pertaining to the three 
areas covered by it, it would have been necessary for us to hold 
discussions with the Departments and * agencies concerned. Unfor¬ 
tunately, on account of the constraints on our time, we have not 
been in a position to do so. We, therefore, enclose a copy of the 
Working Group's report (Enclosure //) for tile consideration of (he 
Government end would suggest that its findings and recommendations 
be considered inter-depart mentally, the necessary initiative ip. this 
behalf being taken by the Cabinet Secretary. 


3 PPG <4P/W—2 



iv 

Rea, sobs for increase in number of Government servants 

11. However, we cannot leave this subject without making some 
further observations aDd suggestions for Government’s consideration. 
The prime reasons for the steady increase in the number of Govern¬ 
ment employees appear to be the following :— 

(a) Enlargement of the area of governmental activity through 
the taking on of new tasks and the setting up ol new 
organisations, with the creation of posts for each new 
activity 

(b) Working methods and procedures which tend to maxi¬ 
mize rather than minimize the number of people involved 
in taking each decision. 

(c) Weaknesses in the organisational frame-work of govern¬ 
ment offices because of a staffing pattern coming on 
from the pa6t. 

12. It was inevitable and necessary that after independence, and 
with the commitment to planned development and a socialist pattern 
of society, the scope of governmental activities, and the staff needed 
to carry them on should get greatly enlarged. But such a process 
cannot continue indefinitely. We cannot help feeling that some¬ 
times new activities were taken up and ucyj responsibilities assumed 
without counting their cost. .Often there is duplication of effort, 
one department setting up its own agency to do something, which, 
perhaps from a somewhat different angle, is already being done by 
another. Almost always additional staff i-> provided whenever some 
new field of work is taken on. Three and a half decades after 
Independence, we should be at a stage when even while some new 
activities may have to be taken up or olj ones expanded, some others 
can be discontinued or curtailed, the staff requirements of the 
former being met by tlye staff thrown up as surplus by the latter. 
Unfortunately, the decline of any type of activity does not result 
in any reduction of the staff working on it. When various activities 
are partly or wholly transferred to public sector undertakings, 
statutory bodies and other agencies, there is rarely any reduction 
in the Secretariat dealing with them. Not that they remain idle. 
They spend thtir time re-examining and rc-scrutinising whatever 
has been done by the agencies directly responsible for dealing with 
the matter, thus delaying decisions, which is itself costly, and in 
the process creating more work for others. The Group’s report in 
regard to the two Departments studied corroborates this view. 
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Need to create new posts for tfmiled periods 

13. One way of reversing this, trend would be to lay down that 
whenever new posts are sanctioned for a pw titular activity, a view 
should be taken of the time within which the activity would come 
to an end or would need to be reviewed, and the posts sanctioned 
for a limited span of time so that a review becomes automatically 
necessary. In a purely formal .sense, since there is a well-established 
practice of creating all new posts with the terminal date of February 
28. opportunity does exist in theory to abolish posts which have 
become redundant. Unfortunately, the very fact that such a vast 
number of posts terminate on a particular date, and that it is 
essential to take a quick decision about their continuation, means 
that the renewal and extension of posts becomes a matter of routine. 
Undci such circumstances, no meaning!id examination to see whether 
the posts continue to be needed is possible ; on the other hand, a 
good deal of infructuous work in providing justification even for the 
obviously needed staff is necessitated by such a review. 

Mass renewed of temporary posts on 1st March infructuous 

14. Indeed, the annual ritual of the extension of temporary pos\s 
which lapse on 78rh February each year is a classic instance of 
totally unnecessary and infructuous work. It is true that we have 
a system of annual budgeting and that the voted funds lapse at the 
end of the year, but this need have nothing to do with the sanctioning 
of posts. The sanctioning of a post does indeed imply a commit¬ 
ment to expenditure, but so do all sanctions, and not all of them 
expire at the end of the financial year. Ours is not a commitment 
budget but a disbursement budget, and commitments are made which 
cover more than one financial year. Sanctions are issued for 
projects which take years to complete, fe.g. steel plants, fertilizer 
projects, super-thermal stations, etc.). These do not lapse at the 
end of the financial vear, but the actual availability of funds for 
these projects in each year is of course dependent on the budget 
provision. Again, if the principle of not making commitments beyond 
the end of the financial year is to be strictly observed, there can 
be no permanent posts ; also, all appointments would have to 
terminate on 28th February and fresh appointment orders would 
have to be issued in the new.year ; and no contracts can be entered 
into, which cut across the limit of the financial year. Clearlv, there 
a-e no such problems. Tn the circumstances, it is not’ clear whv 
the principle of annual renewal should apply merelv to temporary 
posts, it is true that certain kinds of sanctions do lapse at the end 
of tt>e financial year, e g., sanctions for crant-in-aid etc. F.ven here, 
it is possible to conceive of non-lapsin': sanction? without any 
departure from our budgetary principles. Be that as it mav. there 
^eems to be no reason whv temporary posts should expire on 28th 
February and be renewed on 1st March. 

15. There should certainly be an occasion for a review of the 
need for continuing the posts, but as already mentioned, this mrpose 
is not served under the present system of a mn^s—lapsing and 
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continuance of posts. It would be much heller to sanction posts for 
the period needed, say six months or one year or two or three years 
as the case may be. For instance, if a Commission or Committee 
is -set up for two years, its posts should also be sanctioned for two 
years. They would then automatically expire at the end of that 
period and cannot continue without a specific reviejv and renewal. 
Ever- mere it is difficult to protect the end of an activity with any 
precision, the posts should be created only for a limited period — 
not up to 28 th February as at present, but nn to certain arbitrarily 
choset dates in the year, so as to avoid a bunching of renewal work 
at the end of the financial year. 



V 

Reducing and streamlining direct administrative controls : economy 
aspect 

16. The effectiveness of such reviews of the need for the 
continuance of posts would depend on the readiness with which the 
departments concerned accept that a particular type of activity or 
control can be dispensed with. We have, in the course of our 
;*cp vrt on uidustrial approvals, had occasion to point out many 
in allies where in our view controls can be virtually eliminated, 
wane controls which have to continue can be streamlined so as to 
have a single-window clearance rather than require sequential 
clearance by different departments and Ministries. Worse than the 
multiplicity of the controls to which a single economic activity is 
subjected is the proliferation of controllers who have separately and 
independently to apply their minds to it. While our recommenda¬ 
tions in this behalf were directed towards speeding up the decision¬ 
making process, they would also result in the reduction of the 
man-hours spent on each case, and. therefore, lead to economies. 
Sucli recommendations are bound to meet with some resistance and 
opposition, as a reluctance to change is an inherent characteristic 
of any bureaucracy. In forming financial judgements on the recom¬ 
mendations in questions, we hope Government woud take into 
recount the saving in public expenditure which would result from 
giving up activities and controls which no longer have the relevance 
which they had when they were introduced. We are happy in this 
context to note that the Council o economic Adv'sers recently 
set no has also had occasion to point out that the time has come to 
consider the replacement of many of the existing direct administrative 
controls by indirect controls via the financial institutions which, in 
the .course of their scrutiny^ of loan applications, can t ike into 
account the kind of considerations which different Mmisfres bring 
to bear on the examination of each investment proposal. What 
stands in the way of such an approach is the growth in departmenta¬ 
lism in the sense that each department vidvas to exercise its authority 
through its own agency and not con'en; it<e!f with ihc evolution 
of Dolices and miidelines which can be ann'icd by one single agency 
nriinr on behalf of the Government ns a whole. 

Need for integrated functioning through fewer agencies 

17. Indeed, there is a pronounced trend for each new activity 
1 o be the nccas : on for a new agenev to he set up to execute it. 
ft would he much better and more economical, whenever possible, 
to entrust an additional activity to an agenev which is already 
engaged in an allied field. There are many separate corporations 
deabne in one way or another with the promotion of our exports. 
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Each of them has a separate organsation and often maintains 
separate offices abroad. Both economy and efficiency could be 
achieved by exploring the possibilities of their functioning, at least 
in overseas countries, under one umbrella, and being located in the 
same premises, sharing common facilities. Similarly, allied activities 
such as family planning, child welfare, public health and general 
medical treatment, could at least at the ground level and in terms 
of field work, be looked after by an integrated body of appropriately 
trained personnel rather than carried on by independent agencies, 
who often duplicate effort and take orders from headquarters instead 
of working as a team in a coordinated way. 

New Governmental activities : expenditure implications to be 
considered 

Much stricter attitude to new activities necessary 

18. Finally, whenever a decision is to be taken about any new 
line of activity to be taken up, the proposal seeking Government’s 
approval to it should also spell out its implications in terms of staff 
requirements. Otherwise, once the decision to do something has 
been taken, the Finance Ministry lias no option but to agree to the 
extra staff asked for subject to a few proforma cuts, for which the 
department concerned takes good care to provide a cushion when 
formulating its proposals. In the consideration or departmental 
schemes and p-rojccts the staff component is usually indicated, but 
whenever a new governmental role or activity in the area of 
economic regulation or development >'s thought of. the implications 
in term of an increase in governmental staff and expenditure are 
not always kept in view. As mentioned earlier, the continuous 
expansion of governmental aeti-.ities was perhaps necessary and 
unavoidable in the early stages o* our development, but we believe 
the time has come when Government must take a much stricter 
attitude towards embarking on any new activity, particularly if it 
entails the creation of a new agency or an increase in the sanctioned 
strength of the department wanrm* to promote it. 



VI 

Working methods and proceduresj, centralisation and duplication 
and decisions at too high a level 

19. Turning now to working methods and procedures which 
lead to a proliferation of staff, we find that some of them are a 
heritage from the past while others are of relatively recent origin. 
To take up the latter first, theie has been a pronounced trend m 
recent years for more and more decisions to be taken at a higher 
level than in the past. The types and numbers of cases for which 
approval is required at the level of the Minister-in-charge or of a 
number of Ministers or of a Cabinet Committee, if not the Cabinet 
itself, have been steadily increasing. Each such case needs an 
examniation by the secretariat at different levels. Since such an 
approval is also prescribed for a large number of cases pertaining 
to the working of public sector undertakings which are supposed to 
be autonomous, there is much duplication of effort, as the same 
proposal gets examined by two parallel organisations with frequent 
cross references in which queries are made and answered, before 
the case is submitted for a final decision by those empowered to 
take it. 


20. By way of illustration of this kind of over-centralization, 
dup' ; cation and or excessively high-level clcaranc , the following 
examples can be mentioned . 

(a) The Minister in charge of Civil Aviation personally 
authorises cases in which those going abroad on Govern¬ 
ment account find it necessary to travel by an airline 
other than Air-Indh. The authority to do so could 
well be delegated to the Air-lndia’s staff itself in cases 
where the airline is satisfied about the justification. 
In the event of a difference of opinion, the Secretary 
of the Department to which the official belongs could 
have the authority to give a clearance, subject, if 
necessary, to an intimation to the Department of Civil 
Aviation, who could keep a watch over abire. 

(b) In industrial licensing, in cases where a letter of 
intent has been issued with Cabinet approval, the 
grant of a confirmed licence on the fulfilment of the 
conditions laid down in the letter of intent also needs 
to go to the Minister and then to the Cabinet. 

(c) In the case of miblic sector undertakings, the approval 
of both the Minister in administrative charge and the 
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Finance Minister is needed in tega.rd to foreign 
exchange releases above a certain limit, while for 
private sector units, the clearance by the appropriate 
Committee of the SIA, such as tne Capital Goods 
Committee or the FIB, carries with it the'' necessary 
foreign exchange clearance as well. 

(d) Approvals to institutions and schemes for tax exemption 
purposes, which used to be given by organizations like 
the Indian Council of Medical Research or the Indian 
Council of Social Science Research, now need to be 
given by the Department of Science and Technology. 
What is involved is a judgement about the nature and 
quality of the work that is being done—a technical 
professional judgement best exercised by professional 
bodies like ICMR and ICSSR. It seems a needless 
duplication and centralization to require an' approval by 
the Department of Science and Technology. Besides 
it seems strange that social science research should 
also be brought within the purview of the Department 
of Science and Technology. 

Need to free Ministers and Secretaries of burden of'detailed clearances 
and the minimise governmentai cxiunination of public sector decisions. 

21. Wc believe it would lead to considerable improvement in 
administration as well as ocononves m the matter of stall it. as a 
general rule, at political levels, policies and criteria for decisions 
are laid down, and their application to individual eases is entrusted 
to officials. We recommend /ha: mhvstcr.: themselves should take 
the initiative in getting themselves free of the burden of deciding 
on individual cases in which no policy issues are involved. We 
would also recommend ihat excessive centralization of routine and 
detailed clearances in the Ministries should be avoided, and that (he 
Ministries should make determined efforts to divest themselves of 
such work.. In particular, public sector undertakings and statutory 
corporations which are set up for certain objectives shoutn be 
allowed greater operational freedom, and the need for Governmental 
approvals or, clearances for their anions should be minimised. 
Where this is necessary and tmuvon'uihic: the examination of a public 
sector proposal should start at a High level in the Ministry, and a 
duplication of examination, first in the public sector undertaking and 
then in the Ministry starting from the bottom upwards should be 
avoided. Action on these lines would reduce the load of petty, 
routine work which often taken up the time of Ministers, enable 
senior administrators to shoulder responsibilities appropriate to their 
status, build up the morale in the public sector and result in 
•conomies in public expenditure. 
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Examination of cases : 

22. The preparation of a case for decision at the Minister's or 
other high levels involves a large number of officials who 
oSer their comments on it. These are of two kinds. There arc 
those originating within the department itself, reflecting the view¬ 
point of the deciding authority, and there are those front other de¬ 
partments or agencies whose contribution is from a different angle. 

(a) Within a Ministry : reduction of levels, and initial examination 
at higher level 

23. In the first category, a large hierarchy can come into play. The 
Section Officer, Under Secretary, Deputy Secretary, Director, Joint 
Secretary and the Additional Secretary—could all have noted on 
the case before the Secretary takes a final view or submits the case 
to his Minister. The absurdity of such a situation has been a 
matter on which concern has been expressed from time to time. 
The orthodox solution that has been propounded to this problem is 
known as “level-jumping": the file moves from one officer not to 
the level immediately above but to the next higher level. TJie 
question whether so many levels are in fact necessary has never been 
squarely faced. We shall return to this later. 

Initial examination at higher level 

24. In our judgement there should be within the Ministry but 
one preliminary examination of a proposal. This should be by 
someone who is capable of bringing out all the relevant points which 
deserve consideration and of indicating what in his view, con¬ 
sistent with known policies and past precedents, the decision 
should be. It should then go to the official, a Joint Secretary, 
Additional Secretary or Secretary, who will either be in a position to 
take a decision himself or will submit the file with his recommenda¬ 
tions direct to the Minister. Such a method of working would 
mean that the first examination of the case may, depending on its 
nature, be not at the lowest level in the hierarchy but at the lowest 
level at which the kind of appraisal referred to above can take place, 
having regard to the complexity and magnitude of the point at 
issue. In deciding upon the level, account should be taken of the 
kind of examination and scrutiny that the proposal may 
have undergone before it reaches the Secretariat. If it comes 
from a public sector agency, and has received consideration by a 
Board of Directors on which there are senior officials of the Gov¬ 
ernment and men of competence and integrity selected by the 
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Goveiamenl, examination at lower levels may be totally dispensed 
with. Indeed, many of these cases could well go straight to the 
level of Joint Secretary or higher. 

25. Such an approach, if followed in letter and spirit, can result 
in a reduction in the number of posts in the Secretariat, with a 
speeding up of disposal. Sometimes the very fact that a large number 
of people are called upon to offer their comments on a proposal 
compels each of them to raise points which are basically trivial but 
which succeed in making the case appear to be much more comp- 
lea than it is, creating doubts which on a straightforward reading 
of the proposal would not have arisen. 

( b ) Inter-ileparunental consultations : 

26. Apart from examination within the' Ministry, most cases, 
particularly those relating to the economic field, get referred to 
different agencies and Departments for their comments. In each of them 
a somewhat similar hierarchy operates. When the administrative 
department receives all these comments, which are not inspired by 
a community of purpose but are based on sectoral viewpoints, the 
process of resolving and reconciling differences necessitates more 
work entailing cross-noting, inter-departmental meetings and even¬ 
tually a reference to higher and still higher levels culminating in 
the case going to the Cabinet. 

27. The need to bring to bear different viewpoints on the exami¬ 
nation of major proposals cannot be questioned, but the manner in 
which such cases are identified and the issues dealt with do need 
fresh thinking. Many projects, programmes and proposals get ap¬ 
proved in principle at certain stages—when the Plan is formulated, 
the budget is framed, or a Cabinet decision is taken. The action 
to be taken to implement approved objectives calls for concerted 
thinking among the agencies concerned and not for inter-deparH 
mental squabbles. A joint consideration of such proposals by an 
inter-departmental meeting is one of the ways in which much time 
and effort can be saved. 

28. Meetings of the Industrial Licensing Committee initially 
used to deal with a very large number of cases examining them 
from ail points of view, at one session. This was possible when 
the representation in the Licensing Committee was at a high level, 
usually that of the Secretary, and the attempt was to take an agreed 
final view. The trend in recent years has been towards confining the 
Licensing Committee largely to the capacity angle. Representative 
of different Ministries concerned with other aspects of the proposal, 
its foreign exchange implications, its requirements of the import of 
capital goods, the M.R.T.P. angle, terms of foreign collaboration, 
etc., tend to reserve tnem for separate, subsequent examination, 
quite often in other committees. Most of these committees aro 
supposed to be at the Secretaries’ level but are attended by relatively 
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junior representatives of the various departments who rtefuse to 
commit them on any point of substance and art undbr instructions 
to reserve their position. 

Need for greater delegation from one Ministry to another. 

29. We believe that the process of delegation of authorty from 
the upper echelons of government to lower ones has to be supple¬ 
mented and reinforced by similar delegations from one department 
to another. At least in one major respect, a good deal of inter¬ 
departmental delegation has been made : the need to obtain finan¬ 
cial concurrence on a case-by-case basis has been greatly reduced 
over the years by progressive enlargements of the delegated authority 
of the Ministries and Departments to tate final decisions in con¬ 
sultation with their Financial Advisers. As mentioned earlier, there 
has been sqme whittling down of the delegated , powers of the 
Ministries through executive instructions for economy issued by the 
Finance Ministry, but by and large the trend has been towards 
greater delegation. 

Delegation in regard to foreign exchange 

30. This healthy tradition was not followed up to a similtff extent 
in regard to fore'gn exchange. No doubt, even in the matter of 
foreign exchange, there are some areas of delegation of authority. For 
example, within certain ceilings la ; d down, the Chijf Controller of 
Imports & Exports can issue Import licences for hundreds of crores 
of rupees, for the import of capital goods, raw materials and consumer 
goods. But in respect of payments for services for invisble imports 
Tike those of technology, and for travel, much smaller outlays continue 
to be subject to case-by-case clearance by the Department of Econo¬ 
mic Affairs. Similarly, as mentioned earlier, the fore : gn exchange 
requirements of public sector undertakings are cleared with the Dc- 
partmen' cf Economic Affairs on files on a casc-by-case basis. Greater 
delegation of authority could well be made in regard to ■foreign ex¬ 
change. This would not mean that individual departments can act as 
they like. The delegation can be accompanied by guidelines which 
can be applied by the officers of the department concerned. If neces¬ 
sary, the delegated authority could be expected to be exercised in 
consultation with the Financ'al Adviser of the Ministry, in the same 
wav as delegated powers for rupee expenditure are exercised. 

Other matters 

Specialist agencies to formulate guidelines and not engaged in detailed 
(Icaiances 

31. Wc arc constrained to observe that the extent of delegation in 
other spheres is a good deal less liberal than in financial matters. Thus 
M.R.T.P. clearances emerged as a distjnet regime with its own proce¬ 
dures which followed the clearance of a case under the Industries 
Act. With the creation of new departments, such as the Department 
of Sc ; encc & Technology and the Department "of Environment. the 
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number of clearances from different departments which new- projects 
in the industrial field require are increasing. As the numbers of such 
clearance increase, so will the staff requirements. Specialist depart¬ 
ments should not get involved in the clearance of individual cases but 
should confine themselves to formulating policies and guidelines which 
can be taken into account and implemented by the Ministries concern¬ 
ed with individual projects. Only in rare cases, such as, the location of 
a major hydro-electric or irrigation project or a port should there be 
need fo r separate examination of a ease by different Ministries He 
urge that immediate consideration should he given to limiting the 
number of cases which require clearance from many different depart¬ 
ments, either by appropriate delegations of authority or bv setting up 
bodies like the Licensing Committee, where joint consideration and 
final clearance could be given. 



VIH 

Pyramidal structure of Government offices 

32. The present methods of working in Government unices, 
particularly in the Secretariat bepaitmentt ate based on and rein¬ 
force a pyramidal structure which has been coming on from British 
days. Each Government depar'inent has u Secretary at the top. 
Under him, the number of posts at different levels go up in geomet¬ 
rical prcgres'ion. Below the gazetted staff. a somewhat similar 
pattern is repeated in each section headed by the Section Officer. 
Such a staffing pattern generates pressures for adding senior posts 
as tie base expands, in order to provide adequate opportunities for 
promotion; and when a new post e 1 a higher level is created, it is 
regarded as a sufficient justification fot adding an appropriate num¬ 
ber of posts at junior and clerical levels. 

33. A wide base has its usefulness for certain types of work and 
under certain conditions. In British days it was quite common for 
“office - ’ to put up a note citing past precedents, proposing a particular 
course of action and even submitting a draft which could go as a 
response to any paper under consideration. In a large number of 
cases, the officer concerned would merely sign the note and the 
draft would issue. Such a practic; was in those days conducive to 
economy for a number of reasons. When employment opportuni¬ 
ties for well-educated and talented Indians were scarce, the Assis¬ 
tants working in the Secretariat were men of high calibre, often 
those who had missed getting into the ICS or PCS by a few marks. 
The quality of their contribution to the decision-making process was 
generally of a high order. Secondly, the percentage of cases which 
could be disposed of in this manner without calling for anv expert 
advice or a political judgement was veiv high Thirdly, the diffe¬ 
rence' between the total emoluments of those" in clerical grades arid 
those in officers’ cadres was tremendous. So. it was much more 
economical to have a pyramidal structure for Government depart¬ 
ments. 

34. None of the three assumptions is valid any longer. Clerical 
staff and even junior officials can make little contribution to deci¬ 
sion-making now, Most cases, particularly in the developmental 
departments, need expert examination and also call for the exer¬ 
cise of the political judgement. Finally, the differences in the basic 
salaries of the staff at different levels get ereatlv reduced when ac¬ 
count is taken of certain overhead items which are not proportionate 
to the salaries, such as housing, medical facilities, travel concessions 
and the more generous treatment of staff with low basic pay in the 
matter of overtime and dearness allowance. Under present condi¬ 
tions ffM’er posts at lower levels and more posts at higher■ levels 
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would lead to greater economy in expenditure and at the same time 
itnprove efficiency. 

35. A point of detail deserves notice in this context. In the 
present structuring of Government offices, apart front horizontal 
stratification there are also some lines drawn vertically so that diaris- 
ing. despatch, typing, record-keeping and the like are tasks assigned 
to different individuals. Often individually they do not have a full 
day’s work, and fewer individuals could perform all the tasks, pro¬ 
vided the scope of thrii woik was not too narrowly defined. 


36. Against this background, taking account of the rising trend 
in government servants’ emoluments, which we welcome, the interests 
of economy would he better served by aiming ar a smaller slut) 
consisting of people who are better paid, better qualified and better 
occupied than by allowing proliferation to continue while economising 
by keeping the level of emoluments unreasonably low with conse¬ 
quent dissatisfaction and distress, particularly in an environment in 
which both prices and taxes tire going up. A change in ihe organi¬ 
zational structure of Government offices is. therefore, called for, 
which would at once be more economical and more efficient while 
each Government servant would be financially better off. 

Need for restructuring : Increase in numbers at higher levels and 
reduction at lower levels 

37. Such a restructuring would need an increase in the number 
of officers and a reduction at clerical levels. This is not an altoge¬ 
ther new thought, lit the mid-sixties, an attempt was made to 
introduce an officer-oriented pattern of staffing in the Ministry of 
Works & Housing. The experiment was given up not because it 
was unsound but because of the feeling that it icsultcd in a reduction 
in employment opportunities. In the two decades that have since 
elapsed the gravity of the unemplovment problem has not in any 
way diminished. However, to look upon the creation of new desk 
jobs in the Central Government as art instrument of generating new 
employment would surely be a mistake. Year after year, these jobs 
have been increasing at a rate higher than the increase in population. 
The rate of increase in Central jobs is also faster than the rate of 
similar increase in State jobs—even in areas like agriculture and 
health which bclone to the State sector. We have come to a stase 
when an increase of Rs. 5 in the monthly emolmrmnts of Central 
Government employees results in an increase of Rs. 30 crores in the 
budvet provision for them. A major impediment in the way of 
insulating Central Government emoluments even partially from er '- 
sion on account of inflation is tha r . however, reasonable the case, 
no relief can be given without an increase in the tax burden o^ an 
enlargement of deficit financing—each of which takes awnv wi'h 
one hand uffiat is given hy tire other or in a cuf in the resources for 
planned development. A reduction in the number of desk jobs will 
not necessarily mean a reduction in the level of employment as a 
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whole; it could lead to opportunities for more productive employ¬ 
ment elsewhere. One has only to contrast the paucity of teachers 
in schools with the over-crowding in government odiccs to realise 
that the interests of employment promotion would be better served 
by calling a halt to the proliferation of Central Government staff. 

38. No doubt retrenchment cannot be contemplated. To the 
extent that steps taken to reduce the staff requirements of different 
departments throw up surpufses, they can be absorbed in filling 
vacancies which despite all efforts to the contrary are bound to 
arise. Further, the aim of reducing the total number of employees 
can be gradually achieved by a reduction in the number of people 
who are recruited to different Services each year. 



IX 


Multiplicity of Services : need for review, and merging oj some 

39. When speaking of Services, we cannot help observing that 
our attempt to compile a list of Services under the Central Govern¬ 
ment brought forth the names of as many as 54 different Services. 
Their authorised strength varies front over 4000 for the l.A.S. to 11 
for the Indian Salt Services. There arc quite a number of diffe¬ 
rent Services which, as far as we can make out, are tilled by people 
with similar qualifications. ThuSj apart from the Indian Audit and 
Accounts Service, there is the Indian Civil Accounts Service, the 
Indian Defence Accounts Service, the Indian Railway Accounts Ser¬ 
vice und the Indian Posts and Telegraphs Accounts and Finance Ser¬ 
vice. While each operates in a different area and deals with diffe¬ 
rent departments and physical operations, the professional skills 
involved are the same. A multiplicity of Services means that each 
has to have its own leave, training and deputation reserves, and 
each has to undertake career-planning >o as to provide reasonably 
satisfactory careers to their members. There would be demands 
within each Service for the creation of higher-level posts for improv¬ 
ing promotional prospects; and disparities in such prospects among 
tl;e Services could lead to a feeling of envy and disgruntlenient, which 
could affect efficient functioning. A re-examination of the rationale 
of having so many different Services involving common professional 
skills and experience might bring to light possibilities of economy 
through appropriate reductions in the level of annual recruitment ; 
possibilities of merging certain Services might also merit considera¬ 
tion. Apart from making for economy, a larger Service might also 
make cadre-management an career-planning easier and provide 
better prospects to its members than a number of relatively small 
Services with no mobility from on.- to the other. Doubtless diffe¬ 
rent Ministries and organizations wou.d like to have control over 
their own finance and accounting function;, but it should not be 
difficult to provide for this even if a number of Services are merged 
•ogethcr. 

A feed to reconsider some technical services 

40. Finally, there needs to be some questioning of the destiabi- 
lity of meeting the requirements of personnel for government work 
by constituting a variety of Services, recruitment to each of which 
is of relatively young candidates immediately after they complete 
their education, who, as a rule, receive no further traininu except 
through the experience of doing the jobs assigned to them. No doubt 
for certain purposes, such as general adminisfration. the maintenance 
of law and order ancf the runnir.c of the Railways, neither experience 
aor much by wav of training can be acquired outside Government. 
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But in any review of different Services and their strength, the point 
will have to be considered whether for certain purposes it would not 
be much better to recruit people who are in their thirties and forties, 
and who have experience of a kind■ which is not available in govern * 
ment offices but which if e\ten more useful and relevant to their 
work, or who have given evidence of high ability in non-governmental 
employment, such as universities. Such a line of reasoning may 
well lead to the conclusion that for certain purposes, such as publi¬ 
city, which is looked after by the Central Information Service, or 
assistance to industrial development, such as is expected to be pro¬ 
vided by the Directorate General of Technical Development, or 
economic advice, for vyhich reliance h placed on the Indian Econo¬ 
mic Services, it might be better to make drastic cuts m the strength 
of the Service and rely upon direct recruitment on a contract bash 
of people who have proved their wt>nh outside Government-r- work 
ing in the media, in industries in the public sector or the private 
sector, or in universities. 
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Economies in office requirements 

41. We do not suggest that pending such structural and organisa¬ 
tional changes and cnanges in personnel policies there is no scope 
for economy in governmental expenditure. We should certainly be 
constantly on the look-out for possibilities of economy in ail the 
various supplies and services and administrative arrangements 
which are adjuncts to governmental functioning. However, in¬ 
efficiencies m some of these are reflections of short-comings 
and deficiencies in organisational structure and personnel policies. 

Stationery & records management : inter-relationship with organi¬ 
zation & personnel 

42. For instance, cutting down on stationery costs becomes the 
subject of concern from time to time, and instructions are issued re- 
garcLng the re-issue of used envelopes using both sides of the paper, 
typing in single-space rather than double-space, restricting the length 
of notes, etc. Instructions are also issued regarding the better manage¬ 
ment of records, weeding out useless records which occupy valuable 
space, and so on. While some of these measures may be necessary 
and useful, the 'crux of the matter is that there is no hope of either 
cutting down the use of stationery or of improving storage and retrieval 
arrangements in Government unless there can be a drastic reduction 
in the generation of records. But how do we begin to control the 
unmanageable build-up of useless paper ? This arises partly from 
the tradition of total record under which all decisions have to be 
recoided, annotated, explained and justified, so that the practice of 
writing at length even about minor matters spreads, and prolixity 
becomes an ineradicable decease. Partly, this reflects a growing 
sense of insecurity and the desire on the part of each functionary to 
place himself on record in a favourable light. However, this is not 
the sole explanation for the accumulation of paper. Another expla¬ 
nation is the hierarchical organization of Government and the fact 
that the bulk of the work is initiated at the lower levls and moves 
up through several levels, giving rising to lengthy repetitive notes. 
Clearly then, one important step in the direction of a better manage- 
tnen of records is to ensure higher-level handling and a reduction of 
levels by a reorganisation of the staffing structure of the Government. 
We referred to this earlier in this report, and mention the point once 
again merely to illustrate how even in a matter like economy in the 
use of stationery inevitably leads to the question of organization and 
personnel policy . 

House-keeping, supplies and services : e.g., cooling arrangements 

43. There are of course possibilities of economy which can be 
considered in isolation without reference to larger issues. Some of 
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the supplies and services and house-keeping arrangements in Govern¬ 
ment are certainly organized in a highly wasteful manner, and can 
be rendered more efficient and at the same time more economical. 
Three examples can be given :— 


(i) Little thought for economy either of finance or of energy 
seems to have gone into the provision of cooling arrange¬ 
ments in summer in Government offices in Delhi. One 
possibility which could have been considered at an earlier 
stage (and perhaps can be considered even now when 
new buildings are put up ) is the adoption of architectural 
styles and constructional methods which would provide 
a degree of natural cooling which would obviate or m'ni- 
mise the need for cooling arrangements. However, many 
buildings have in fact been put up with the poss ; b ; lity of 
central air-conditioning in mind, with provisions for ducts, 
fairly small rooms without cross ventilation, flush doors, 
etc. But hardly any of them has been centrally air-condi¬ 
tioned, perhaps because of a mis-placed sense of economy, 
or the feeling that central air-condition : ng is a luxury. 
However, such buildings become intolerable to work in 
durng the hot months, and so there is a whole range of 
cooling arrangements (i.e„ air-conditioners for sen'or 
officers, varying in number according to rank; desert 
coolers, room coolers, etc., for lower ranking officers and 
sections). The total bill for cooling arrangements of this 
kind must be very h'gh; moreover, the present arrange¬ 
ments involve class-distinctions in the provision of cool ng 
facilities. Prima facie it would appear likely that the 
provision of central air-conditioning and the. removal, of 
air-conditioners, desert coolers, room coolers, etc., would 
lead to economy, and at the same t : me to better staff 
relations and more efficiency. This may not be borne out 
by a detailed examination; the point is that this is the 
kind of detailed examination which is called for. 


Telephone facilities 

(ii) The provision of telephone facilities in Government offices 
is another area which needs study. In most large orga¬ 
nisations abroad (and even in India, outside the Govern¬ 
ment) the normal practice is for an office to have a 
limited number of direct lines and a large number of ex¬ 
tensions. In the Government of India, possibly because 
of the PBX and PABX systems being rather inefficient, 
the tendency is to going for direct telephone l : nes for all 
officers and to large numbers of sect'ons. This is not 
merely expensive but involves a waste of scarce communi¬ 
cation resources and imposes a severe strain on and 
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overloads the system. Some of our telephone ex¬ 
changes, e.g., Rajpath, are considerably over-stret¬ 
ched. Even in a relatively small Ministry we are 
likely to find upwards of 50 direct telephones, whereas 
it should be possible to manage the requirements of the 
Ministry with, say, five outside lines with extentioos to 
all officers and sections. This again is a matter for 
detailed study. 

Free publications 

(iii) One more example (though this is not a matter of house¬ 
keeping) relates to the numerous publications which various 
Ministries and Departments bipng out. Most of these 
are free publications. In general, material which is given 
away free is hardly ever read by the recipients. Consider¬ 
ing the fcost of stationery and printing involved, a strict 
review of such publications to see whether they are serving 
any useful purpose is very necessary. 

Need for techno-economic study of specific needs and services instead 

of arbitrary cuts 

44. We are making no specific recommendations about these 
matters but merely indicating the kind of studies which could be 
undertaken. What is needed is not to impose a ban on new telephone 
connections, staff cars, etc., but to undertake a study to establish 
clearly what the actual requirements are by way of telephone services, 
the transport needs of a Government office, etc., and to provide for 
these in the most cost-effective manner possible. A series of such 
studies undertaken by the British Government led to substantial eco¬ 
nomies : these have been set forth in a book which has become very 
well known*. What we need is not ad hoc economy instructions of 
the kind referred to earlier, but detailed professional techno-cconomic 
studies of particular needs and serves bv expert groups. 
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Need to establish task-forces 

45. The various observations we have made in this Report indi¬ 
cate the lines of approach to achieve greater economy in public ex¬ 
penditure without sacrificing, and indeed while improving, efficiency. 
Action in pursuance of the lines suggested above would require consi¬ 
derable detailed work, which a small, short-lived Commission like 
ours is not equipped to undertake. Indeed, in our judgement, any 
external agency recommending the kind of changes which we have 
in mind may meet with resistance from the departments and services 
concerned. It would be much better if Government as a whole 
considered our recommendations and approved of certain lines of 
action which each department could then be called upon to follow. 
Thereafter task-forces should be set up to work out the details and 
implement them. 



XU 

Summary of conclusions and recommendations 

46. The following is a summary of our conclusions and recom¬ 
mendations : — 

(1) A study of trends in Central Government expenditure is 
forwarded with this report as Enclosure I. The present 
report is confined to some preliminary observations. A 
more thorough study by other agencies and task forces is 
necessary. 

(Paras 1—3) 

(2) There are no easy routes to economy. Nothing is gained 
by the stereotyped economy instructions which render an 
already inefficient machinery still more inefficient, result 
in infructuous additions to work and cut across the dele¬ 
gated authority of the Ministries. They also tend to be 
directed against non-Plan expenditure under the mis¬ 
taken impression that this is non-developmental though 
much of it is committed expenditure arising from Plan 
scheme, and leave untouched the entire area of Plan ex¬ 
penditure which needs a close review from the point of 
view of economy. 

(Paras 4—7) 

(3) The Report of a Working Group which went into the 
problem of proliferation of staff and some related matters 
and made a detailed examination of the working of the 
Department of Agriculture and the Central Excise De¬ 
partment is forwarded with this Report as Enclosure II. 
Its findings and recommendations should be considered 
inter-departmentally. 

(Paras 8—10) 

• 

(4) (a) The reasons for the increase in the number of Government 
employees are • (i) an enlargement of the area of governmental 
activity (ii) Government’s working methods and procedures, and (iii) 
weaknesses in the organizational framework arising from ancient 
staffing pattern. 

(Paras 11—12) 

(b) The annual ritual of tTie extdrfsion of temporary posts from 
1st March serves no useful purpose. New posts should be sanctioned 
for the periods needed say, six months or one year or longer as the 
case may be (cutting across the limit of the financial year), and 
should automatically lapse if not renewed after a careful review. 

(Paras 13—15) 
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(5) (a) In considering the recommendations in our other Reports 
on industrial approvals, etc., the savings in public expenditure which 
would result from giving up activities and controls which no longer 
have the relevance which they might once have had, should also be 

taken into acoouat. 


(Para 16) 

(b) Each new activity need not be the occasion for the creation 

of a new agency. Whenever possible an additional activity should 
be entrusted to an existing agency. Both in respect of offices over¬ 
seas and in respect of activities within the country suoh as family 
planning, child welfare, public health, etc., at the ground level, 
there is need to review the multiplicity of agencies, eliminate dupli¬ 
cation and provide for integrated functioning. (Para 17) 

(c) Whenever a new line of activity is to be taken up, its impli¬ 
cations in terms of staff requirements should be considered. What¬ 
ever the justification for the continuous expansion of governmental 
activities in the past, the time has come when a much stricter atti¬ 
tude towards the undertaking of any new activity is needed. 

(Para 18) 

(6) Government’s working methods and procedures need to be 
reviewed with a view to minimising duplication, over-centraliza¬ 
tion, and excessively high-level clearances. Some examples of these 
are given in the body of the Report. Ministers and Secretaries should, 
be relieved of the burden of dealing with detailed clearances. Public 
sector organizations and statutory' corporations should be allowed 
greater operational freedom, and the need for Governmental appro¬ 
vals or clearances for their action should be minimised: where this is 
necessary and unavoidable, the examination should start at a high 
level ip the Ministry. 

(Paras 19—21) 

(7) (a) There should be within the Ministry only one preliminary 
examination of a proposal before a decision, and this should be not 
at the lowest level but at the lowest appropriate level at which the 
kind of examination which is necessary can be carried out. Cases 
coming from public sector agencies should be received and examined 
at the level of Joint Secretary or higher. 

(Paras 22—25) 


(b) The process of delegation of authority from the upper eche¬ 
lons of Government to lower ones has to be supplemented and rein¬ 
forced by similar delegations from one Department to another in 
respect of various matters, similar to the delegation already made in 
the sphere of financial control. (Paras 26—30) 
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(c) Specialised Departments such as the Department of Science 
and Technology and the Department of Environment should not get 
involved in the clearance of individual cases but should confine them¬ 
selves to formulating policies and guidelines which can be taken into 
account by the Ministries concerned with individual projects. 

(Para 31) 


(d) Immediate consideration should be given to limiting the 
n umb er of cases which require clearances from many different depart¬ 
ments, either by appropriate delegations of authority or by siting up 
bodies similar to the Licensing Committee where joint consideration 
and final clearance can be given. (Para 31) 


(8) (a) The pyramidal structure with a very wide base and a 
narrow apex, coming down from the British days, is no longer appro¬ 
priate. Under present conditions, fewer posts at lower levels and 
more posts at higher levels would lead to greater economy and 
efficiency. 

(b) At the clerical levels, the work should be less rigidly divided 
into distinct compartments such as diarising, despatch,‘typing, record¬ 
keeping, etc., so that the total quantum of work can be attended to 
by fewer people. 

(c) A restructuring which would increase the number of officers 

and reduce the clerical levels would not necessarily result in the 
reduction of employment opportunities. In any case, the creation 
at new desk jobs in the Central Government as an instrument of 
generating employment would be a mistake, considering* particularly 
the cost of an employee in the Central Government. Surpluses 
thrown up by efforts to reduce the staff requirements of different 
Departments can be absorbed in filling the vacancies which do arise. 
Reductions in numbers can also be gradually achieved by a reduction 
in recruitment to different Services each year. (Paras 32—38) 


(9) (a) A re-examination of the multiplicity of different Services, 
some sharing common professional back grounds and skills, might 
indicate possibilities of economy. The possibilities of merging 
certain Services may also merit consideration. (Para 39) 


(b) For certain purposes, particularly for technical, professional 
and scientific advice to Government it may be much better to recruit 
persons with ability and experience from outside the Government and 
make corresponding cuts in the strength of the Service concerned. 

(Para 40) 
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(10) Pending structural and organizational changes and changes 
in personnel policies, we should be on the look-out for possibilities of 
economy in various supplies and services and administrative arrange¬ 
ments which support Governmental functioning. Some instances of 
these are given in the body of the report. However, what is needed 
is not ad hoc economy instructions but detailed professional techno- 
economic studies of particular needs and services by expert groups. 

(Paras 41—44) 

(11) Action on the lines suggested in tiiis Report (if approved 
by the Government) would require considerable detailed work which 
could best be entrusted to task-forces set up for the purpose. 

(Para 45.) 
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Enclosure No. 1 to the EARC Report No. 28 on Economy in 
Expenditure 

Trends in Central Government Expenditure, 1961 to 1981 

I 

The objectives of this paper are to analyse the trends in the growth 
of Central Government expenditure and of its components in relation 
to national income (GNP), to examine the major directions in which 
expenditure has grown and to identify the sources of increase in ex¬ 
penditure over the years covering the period 1960-61 to 1980-81. 
Growth over the period 1970-71 to 1980-81 is also studied, where 
necessary in addition to the analysis of the increase over the 20-year 
period, in order to gain an idea of the more recent trends. 

2. For the purpose of the study, total government expenditure 
is defined to include (i) current expenditure on wages and salaries and 
on goods and services (ii) capital formation and (iii) transfers includ¬ 
ing interest payments. However, in certain places, where the economic 
or functional breakdown of expenditure is analysed, financial invest¬ 
ment by Government is also included. 1 

3. Table 1 shows the shares of total Central Government expen¬ 
diture and of its components in gross national product in selected 
years. The share of total expenditure rose from 8.42 per cent of 
GNP in 1960-61 to 12.16 per cent in 1980-81. Thus, a growing 
proportion of national income was absorbed by Central Government 
expenditure. But it may be noted that the share of current expen¬ 
diture on wages, goods and service ( = consumption of the govern¬ 
ment sector) remained more or less stagnant after 1965-66 and that 
government capital formation fell after that year, so that the total 
of Government’s expenditure on consumption and capital formation 
was lower in 1980-81 than in 1965-66. The rise in the share of Gov¬ 
ernment’s expenditure in GNP is thus solely due to the much faster 
rise in Government’s transfers consisting of interest payments, grants 
and subsidies. We shall examine the role of each of these compo¬ 
nents in a later section. 

4. It fs instructive to consider the rate of growth of Government 
expenditure in current and constant prices. Over the period 1960-61 
to 19#0-81, total Government expenditure (excluding financial 

1. N-t financial investment is generally excluded because such investment 
only makes available funds to th’ non-Govemm?nt sector which would lead to 
real iuv'st'rr'nt there. That would be counted as private investment in the na¬ 
tional accounts. 
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investments and loans) in current prices increased at 12.8 per cent 
compound as against the grovfth rate of 10.9 per cent for GNP 
(Table 2). In constant (1970-71) prices, the growth of expenditure 
was 4.84 per cent per annum as against 3.65 per cent for GNP. It 
is found that, over the 20-year period, all economic components of 
Government expenditure except investment in plant and equipment 
and construction increased faster in real terms than GNP. Tihe com¬ 
ponent growing the fastest in real terms was ‘subsidies’ (15.5 per 
cent), followed by capital grants (8.2 per cent) and interest (7 per 
cent). It is clear that a shift was taking place in the pattern of Gov¬ 
ernment expenditure—away from direct expenditure on labour and 
goods and towards transfers and interest payments. Nevertheless, 
during this period, expenditure on wages and salaries increased at 
about 4.5 per cent per annum and on goods and services at about 
4 per cent, with total current expenditure growing at 5.7 per cent 
per annum as against the GNP growth of 3.7 per cent. 

5. During the period 1970-71 to 1980-81, the growth of total 
Government expenditure was faster in both nominal and real terms 
than during the longer period from 1960-61 to 1980-81 : the rate 
of growth of Government expenditure at Constant prices was as high 
as 6.1 per cent as against the growth of real income a 3.3 per cent. 
But Government’s current expenditure on wages and goods grew at 
a lower rate than in the longer period and than the rate of growth 
of real income. The shift in the pattern of expenditure became more 
pronounced during this period, the growth impulse emanating from 
current and capital transfers. Current transfers increased at about 
10 per cent per annum (with subsidies growing at 26.7 per cent) 
and capital transfers at also 10.5 per cent. Current transfers, how¬ 
ever, have been quantitatively more important and they constitute 
the most important factor underlying the fast growth of expenditure 
during the decade of the seventies.. 

6. The ratios of the rates of growth of current account expendi¬ 
ture under different functional categories to the rate of growth of 
GNP during 1973-7411966-67, 1980-81| 1973-74 and 1980-8111966- 
67 are presented below, A value of the ratio less than 1 shows that 
the expenditure under that particular category has grown at a lower 
rate than GNP; conversely, a value h'eher than 1 indicates that the 
expenditure has grown faster than GNP. 



1965-67 

to 

1973-74 

1973-74 

to 

1980-81 

1966-67 

to 

1980-81 

1 

2 

3 

4 

General Services other than Defence 

1.99 

0.14 

0.28 

Defence. 

0.99 

0.94 

0.85 

Social Services 




Education .... 

1.23 

1.39 

1.53 

Medical <5 public Health 

2.78 

2.09 

1.81 

Other Social Services . 

2.67 

1.76 

1.44 
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1 

2 

3 

4 

Economic Services 

Agriculture .... 

(-) 

9.51 

4.14 

industry ... 

0.58 

4.00 

2.62 

Transport & Communications 

1.75 

3.35 

1.99 

O^herBconomic Services 

2.61 

6.51 

3.75 

Others 

Block Grants .... 

0.18 

4.83 

2.48 

Unallocable ... 

0.77 

2.21 

1.88 

Total Current Account 

1.18 

2.04 

1.58 


7. It is seen that the ratio for the period 1980-81fl973-74 was 
more than 2 signifying that current expenditure during the period 
was growing more than twice as fast as GNP. The rate of growth 
during this period is seen to be much higher than during the period 
1973-74| 1966-67 for which the corresponding ratio was only 1.2. 
Taking the period 1980-8111966-67, while the ratio for total expen¬ 
diture was 1.6, the ratio for general services as well as for defence 
services was less than 1; ratios for all other services were greater 
than 1. It is seen that the ratios arc particularly high for agriculture 
(4.1), other economic services (3.8), Industry (2.6) and block grants 
(2.5), for the same period. 






II 

8. We have identified above those components of Central Gov¬ 
ernment expenditure which have grown faster than GNP. As a result 
of the differing growth rates witnessed, the composition of Govern¬ 
ment expenditure in terms of economic classification changed consider- 
tably. If we exclude loans and other financial investments, we find 
that the share of current expenditure increased substantially from 
about 70 per cent (1960-61) to 79 per cent (1980-81); on the other 
hand, the share of capital formation fell from 24.7 per cent in 
1960-61 to 12 5 per cent in 1980-81 (Table 3). The former was 
mainly due to the increase in subsidies and interest payments, while 
the latter was mostly due to the fall in Government construction. 

9. The share of Government’s current expenditure on wages and 
goods (consumption) rose upto 1970-71 and fell only thereafter; it 
is only then that subsidies became substantial. As of 1980-81, current 
transfer payments constituted around 45 per cent and all transfer 
payments (current and capital) 53.7 per cent of total Government’s 
expenditure exclusive of financial investments. That is, more than 
50 per cent of Central Government expenditure consists of trans¬ 
fers to other sectors (including, of course, autonomous Central 
institutions such as UGC). 

10. If Government’s expenditure inclusive of financial investments 
is considered, all transfers (current and capital account) and finan¬ 
cial investment and loans together are seen to account for 68.5 per 
cent (1980-81) of total “expenditure” (Table 4). The corresponding 
percentage was 55.0 in 1960-61. Thus, the Central Government’s 
own “real” expenditure that directly absorbs labour, services and 
goods forms less than 32 per cent of the total including financial in- 
vesments. The greater part of the resources raised by the Government 
on revenue and capital accounts is being made available to State 
Governments, autonomous institutions, public sector undertakings 
and private parties. 

11. Of the 68 per cent or so of the resources made available to 
other sectors to spend, the share of financial investments has declined 
since 1965-66 and that of tranters, both current and capital, has 
increased. Of the total transfers, the share of current transfers fat 
outweighs that of capital transfers: 30.7 per cent as against 5.8 per 
cent. 

12. What is the relative importance of the different forms of 
transfers ? We find that grants (current and capital) constitute the 
largest component (16 per cent out of the total 36.5 per cent), 
followed by interest payments (10 per cent) and subsidies (8.5 per 
cent). 
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13. Since as much as 68 per cent of Central Government ex¬ 
penditure consists of transfers and loans, any study of efficiency and 
economy in Central Government expenditure would have to examine 
questions such as the efficiency with which the grants and loans 
programmes are administered, the orders of priority to be accorded 
to the various programmes in the context of scarce national resources, 
and the efficiency with which the recipient bodies are making use of 
the funds given. Thus, in a sense, Central Government expenditure 
cannot be studied in. isolation from the activities of the other seg¬ 
ments of the public sector to whom mostly the funds are transferred. 
Nevertheless, we notice that Central Government’s consumption ex¬ 
penditure constitutes 33.8 per.cent of the total expenditure, excluding 
financial investments, and 23 per cent of the total including them. 
And it accounts for more than 4 per cent of GNP. Although this pro¬ 
portion has remained more or less stagnant since 1965-66, it is large 
enough to warrant a detailed analysis of the essentiality of different 
elements of expenditure and the ways in which greater efficiency can 
be achieved in civil and military expenditure. 
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14. The functional classification of Central Government expendi¬ 
ture, which brings out the directions in which (or the purposes for 
which) different amounts of expenditure are incurred, is available only 
from the year 1966-67.' Table 5 gives the functional distribution for 
selected years. Interest attaches particularly to the distribution of 
expenditure on current account. In 1966-67, the two largest func¬ 
tional components of expenditure on current account were defence 
services (38.9 per cent) and unallocable items (29.4 per cent). The 
latter largely consisted of interest payments, subsidies on food and 
other consumer items and grants-in-atd to the States. Next came 
general administration absorbing 10.6 per cen of the total current 
expenditure. Thus, defence, general administration, interest payments 
and consumption subsidies plus general grants-in-aid to States ac¬ 
counted for as much as 79 per cent of current expenditure in that 
year. Industry and agriculture absorbed 6 per cent and 5 per cent, 
respectively. 

15. It is noticed that the share of defence services diminished after 
1970-71 and was slightly less than 30 pe/ cent in 1980-81. The share 
of general administration has also gone down since 1970-71, while the 
share of unallocable items decreased in 1970-71 and thereafter rose 
to attain in 1980-81 more or less the same level as in 1966-67. If 
one compares the two end years, one finds the pattern of expenditure 
on current account shifted in favour of economic services (particularly 
agriculture & industry) and block grants and loans. As we shall see 
later, the increase in expenditure under agriculture and . industry was 
mainly due to increased subsidies on fertilizers and exports. 

16. Table 6 gives the rate of growth of Central Government ex¬ 
penditure under different functional heads, taken at constant prices, 
and compares them with the growth rate of GNP. It will be seen that 
during the period 1966-67 to 1980-81. Current expenditure under 
every functional category increased faster than GNP, except general 
service., (general civil administration) and defence services as also 
transport and communications. The growth rates of expenditure 
under economic services, block grants ami ‘unallocable’ were quite 
high (ranging from 4.7 to 7.6 per cent) as compared to the GNP 
growth rate of 3.8 per cent. And total current expenditure increased 
at 6.0 per cent per annum. If a shorter period, 1973-74 to 1980-81, 
is taken, it is found that expenditure under most functional cate¬ 
gories increased even faster than in the longer period considered, 
while the rate of growth of GNP in that period was only slightly 
higher. Although it is known that a good part of the increase in ex¬ 
penditure under such heads as agriculture, industry and unallocable 
is accounted for by increases in subsidies or interest payments, gives 
the extremely high rates of growth of expenditure under economic 
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services, education, medical and public health and unallocable, it is 
essential that a detailed study should be made to find out all the 
major factors contributing to the phenomenal rates of growth of seve¬ 
ral components of Government expenditure. It is obvious that given 
a rate of growth of real GNP around 4 per cent per annum, Govern¬ 
ment expenditure cannot be allowed tp grow far in excess of that 
rate indefinitely. 

Table in the Appendix shows the distribution of Central Govern¬ 
ment expenditure according to economic categories under each func¬ 
tional bead (services) for the year 1966-67, 1973-74 and 1980-81. 
White all expenditure under defence services is treated as consump¬ 
tion, in respect of others we find the following. : 

(i) Expenditure under general services comprised mainly con¬ 

sumption expenditure, and financial investment and 
loans. The share of consumption expenditure was below 
40 per cent in 1966-67 but increased to more than 50 
per cent in the latest years ; 

(ii) Under social services, as much as 85 per cent of expendi¬ 

ture consisted of current expenditure in 1966-67 which 
increased to more than 95 per cent in the later years, and 
transfer payments alone accounted for about 75 per cent. 
In the case of medical and public health, the share of 
current expenditure in total increased from over 55 per 
cent in 1966-67 to over 83 per cent in 1973-74 and to 
over 98 per cent in 1980-81, transfer payments account¬ 
ing for the major portion. As for other social services the 
present share of capital expenditure (consisting of gross 
capital formation, transfers and financial investments) was 
considerable, i.e., around 40 per cent. 

(iii) Among economic services under agriculture, the share of 

transfer payments, which was about 20 per cent in 
1966-67 and 1973-74 increased to more than 50 per cent 
in 1980-81. The other major economic category under 
agriculture, was constituted by financial investments and 
loans, whose share declined from 67.4 per cent in 
1966-67 to 42 per cent in 1973-74 and 30 per 
cent in 1980-81. In the case of industry more 
than three-fourth of expenditure is accounted for by 
capital expenditure, and financial investments and loans 
constituted as much as 90—95 per cent of total expendi¬ 
ture under transport and communications and capital 
formation alone accounted for 70 to 80 per cent. 

(iv) Block grants and loans provided by the Central Govern¬ 

ment were mainly of capital nature; and 

(v) Expenditure that is classified as unallocable under functional, 
categories (including mainly interest payments, subsidies 
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on food, edible oils and cloth, and grants to state govern¬ 
ments), consisted mainly of transfer payments, the rest 
being accounted for by financial investments and loans. 

17. The growth of Government expenditure can also be analysed 
from the point of view of how increases in revenues are distributed 
among, or absorbed by, expenditure of different categories. Four 
periods have been chosen to study the allocation of incremental re¬ 
venue ; three short periods, 1966-67 to 1970-71, 1970-71 to 1975-76, 
1975-76 to 1980-81 and a longer period, 1970-71 to 1980-81. The 
results are presented in Table 7. In the first period, 1966-67—1970-71, 
84 per cent of the increase in revenue was absorbed by increase in 
current expenditure, with Id per cent of the additional revenue being 
saved. The largest share of the increase in revenue was accounted 
for by defence services (35.4 per cent), followed by general services 
(17.1 per cent) and block grants (13.8 per cent). In the next period 
(1970-71 to 1975-76), the shares of defence and general services fell 
while that of unallocable (interest payments etc.) increased considerab¬ 
ly. This trend continued in the next period, 1975-76 to 1980-81, and 
the unallocable items accounted for 39 per cent of fhe increase of 
revenue. Over this period, the increase in current expenditure exceed¬ 
ed that in current revenue, resulting in dis-saving to the extent of 25 
per cent of the incremental revenue. 

18. -If we take a somewhat longer period 1970-71 to 1980-81, 
we get broadly the same picture as for the last period considered ex¬ 
cept that the rate of dis-saving is much lower. Taking an overall 
view, it can be stated that unallocable items, defence services, agri¬ 
culture and industry (mostly due to subsidies in the last two cases) 
have been absorbing the greater part of the increases in revenue. It 
should be pointed out that even though iie rate of growth of defence 
expenditure has been relatively low, it has absorbed a sizeable pro¬ 
portion of additional revenue because the base year expenditure was 
fairly high. 
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19. As we have seen, transfer payments have been among the 
fastest growing components of Central Government expenditure. The. 
distribution of transfer payments on capital and current account and 
their relative magnitudes in relation to GNP are indicated in Table 
8. Total transfers increased from 3.3 per cent of GNP in 1960-61 
to 6.4 per cent in 1980-81. Out of the 6.4 per cent in the latter year, 
nearly 1.8 per cent was accounted for by interest payments, 1.5 per 
cent by subsidies and 1.9 per cent by current grants. Thus, these three 
components together amounted to 5.2 per cent of GNP. The relative 
magnitude of current grants has not increased much over the years, 
whereas interest payments and subsidies have registered a much faster 
increase than GNP: interest payments increased from 0.8 per cent 
of GNP in 1960-61 to 1.8 per cent in 1980-81 and subsidies from 
0.2 per cent to 1.5 per cent *n the same period. In this connection, 
it may be noted that the figure of 1.8 per cent of GNP does not 
denote the true burden of interest payments on the budget, because 
a good proportion of interest payments is made to the Reserve Bank 
of India, which comes back to the Government as profits of the 
Bank. Also, as against interest payments by the Government, there 
are also interest receipts, which should be netted against the 
former. On the other hand, the increase in subsidies canses a direct 
and proportionate increase in ihe burden on the budget. Hence, 
the purposes for which subsidies are given and the benefits derived 
must be subjected to careful scrutiny and regulation. 

20. The amounts of subsidies given in different years from 
1960-61 and under differed heads since 1966-67 are presented in 
Table 9. It is seen that subsidies rose from only Rs. 26.3 crores 
in 1960-61 to Rs. 1,911.7 crones in 1980-81 and was expected to 
rise to Rs. 2052 crores in 1982-83. Subsidies increased at a very 
high rate under all the four categories shown in-the Table. Between 
1966-67 to 1982-83, the highest rate of increase was in the category 
“others” (sixteen times') followed by “exports promotion” (eleven 
times) and “fertilizer” (ten times) and “food” (eight times). 

21. The distribution of subsidies by purpose is shown in Table 10. 
The information is summarised below : 

Distribution of Subsidies 

(per cent of total) 


1966-67 1970-71 1973-74 1 976-77 1980-81 

1* Genorai services other 
thandefence . 
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1966-67 

1970-71 

1973-74 

1976-77 

1980-81 

2. Social Services 

t m 

0.32 

0.03 

0.26 

0.37 

(i) Medical and 
public health 




0.14 

0.09 

(ii) Other social 
services 

. . 

0.32 

0.03 

0.12 

0.28 

3- Economic services 

55.59 

80.57 

30 28 

46 31 

61.33 

(i) Agriculture 

21.72 

0.11 

0.22 

6.33 

26.54 

(i$ Industry 

33.63 

78.56 

28.84 

39.73 

29.42 

(iii) Transport A 
Communications 

0.24 

1.70 

1.16 

0.24 

5.44 

(iv) Other Economic 
Services 

# # 

0.20 

0.06 

0.01 

0.13 

4- Others including 
(Jnailocables 

44.41 

19.11 

69 69 

53.43 

38.10 

5. Total 

100.00 

100.00 

100.00 

100.00 

100.00 


22. It is seen that subsidies are given mostly under economic 
services and “others and unallocables’’. Under economic services, 
industry and agriculture get most of the subsidies, while under 
unallocable, subsidies are given, mostly in relation to consumption 
atticles (food, textiles, edible oils, etc). The share of unallocable 
subsidies has fluctuated over the years, but it has come down since 
the mid-seventies. The share of subsidies under economic services 
fluctuated during the sixties and diminished in the first half of the 
seventies. It started rising since 1977-78, with the increasing 
fertilizer subsidies under agriculture. As of 1981. economic services 
accrunted for 61.5 per cent of all subsidies, of which the share of 
agriculture and industry amounted to 56 per cent, the rest of the 
5.5 per cent going to transport and communications. 

23. How fast subsidies grew in comparison to Central Govern¬ 
ment expenditure is revealed from them growing share in total 
current expenditure, as given below : 

Share of Subsidies in Central Government Curredl Expenditure in per cent 


1965-66 . 2.58 

1970-71 . 3.23 

1980-81 ........ 15.82 

1982-83 . . .. 12.95 
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Incerements in subsidies absorbed an increasing proportion of 
incremental revenues of the Central Government as seen below: 



1965-66 

1970-71 

1975-76 

1982-83(BE) 


over 

over 

over 

over 


1960-61 

1965-66 

1970-71 

1975-76 

Subsidy 

(%) Revenue . 

1.7 

5.0 

90 

17.7 


24. Considering /the above figures and noting that increasing 
subsidies are one of the major factors in the growth of Central 
Government expenditure and also that food and exports together 
account for 50-60 per cent of total subsidies, .an attempt has been 
made to relate the two subsidies to the relevant functional variables: 

( trivate consumption expenditure on cereals and cereal substitutes 
n the case of food subsidy ; and export levels in the case of export 
subsidy both at current prices. 

25. Table 11 relates food subsidy to private consumption 
expenditure on food. Per hundred rupees of food expenditure, the 
subsidy was only 21 paise in 1970-71 ; and it increased to Rs. 2.11 
by 1973-74. Although it fell to Rs. 1.65 in 1975-76, it rose to 
rts. 3.79 in 1976-77. In recent years, it has remained above Rs. 3. 
Thus food subsidies seem to have stabilised at a level somewhat 
above 3 per cent of private consumption expenditure on food. 

26. Table 12 relates to export subsidies to the total value of 
exports—Subsidy per thousand topees of exports was Rs. 39.8 in 
1966-67 and gradually fell (with some ups and downs') to Rs. 24 
in 1974-75. The period of substantial increase in export subsidy 
began after that year. In 1978-79, export subsidy amounted to 
Rs. 65.6 per thousand rupees of export value. Thereafter, the 
tubsidy level seems to have stabilised around Rs. 60 per thousand 
rupees of export value; i.e., at vcninj 6 per cent. 
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27. This Section reports the results of the analysis of the growth 
of Central Government employees 1 and of the expenditure on pay 
and allowances. Data on the former are available for a fairly 
long period, but those on the latter could be obtained only for the 
the years 1974-75 to 1*981-82. The aim of the study has been to 
trace the growth in employment in Central Government and the 
changes in ks structure and to isolate the growth of expenditure on 
account of the increase in employment from that arising from 
adjustments in pay and allowances for inflation. 

28. Table 13 gives the number of Central Government civil 
employees in the years 1961-62 to 1981-82. The number of 
employees increased from 6,11 lakhs in 1961-62 to 13.04 lakhs in 
1981-82, i.e. it more than doubled during 20 years, giving an 
annual rate of growth of 3.36 per cent. The rate of growth of 
employment was higher during the sixties (4.4 per cent) than during 
the seventies (2.9 per cent), it may be noted that employment in 
Central Government has been growing faster than the population of 
the country. It has also grown faster than employment in^ the 
State Governments. Prima facie this goes against expectations, 
because the major part of the increase in Central Government 
expenditure has taken the form of transfers and loans, while the 
Slate Governments have been required to increase their ‘real’ expendi¬ 
ture in such fields as educatiun, health, social services etc. 

29. All Central Govemmerii employees are classified according 
to the status ( gazetted!non-gazet‘cd) and classes of post which ran 
through I to IV upto March, 1976 and later from A to D. Table 14 
shows the changes in structure according to status and Table 15 
brings out the picture of the employment pyramid for the period 
1971—80 for which data could be readily obtained. 

30. Table 14 shows that the non-gazetted employees constitute 
the bulk of total employment. They include employees of classes 
D and C and some employees of the B class, that is, they cover 
officers below the rank of Under Secretary and Section Officer in 
respect of secretarial services and officers below Research Officer and 
Scientist in respect of technical services. Their percentage share 
has remained more or less constant around 95 per cent during the 
period studied. The slight decrease in the share noticeable is due 
to the stoppage of recruitment of Class D employees (messengers). 

1 Crntrai Government employees are defined to include all regular employees .of 

Civil department s and ‘Defence Civilians but to exclude employees of the 

Rnflways «nd the P<£T Departments. 
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31. During the period 1971—80, the share in total employment 
of A and B class officers increased more than the share of C class 
officers. Thus, while the shares of the first two classes of officers 
increased at more than 3 per cent per annum, the share of C classs 
officers increased only at 0.6 per cent and that of D class officers 
decreased at 1.5 per cent. 

32. Since the number Qf officers belonging to the diT^rent cate¬ 
gories have grown at different rates, there has been some change in 
the structure of employment in Government. This change may be 
studied in terms of the ratio of lower level officers to thosqt in higher 
levels. This ratio reaches the number of officers at the lower levels 
servicing one officer at the highest or higher levels. These ratios 
are presented in Table 16. The following conclusions may be 
drawn : 

(i) The number of lower level officers in B, C and D classes 
taken together serving 100 A class officers decreased 
from 4467 in 1972 to 3386 in 1980. However, it may 
be - noted that even now for each class A officer, the sup¬ 
porting staff of all categories amounts to around 34. 
The ratio of class C officers to class A and B officers 
went up till 1973 and thereafter more or less steadily 
declined. In 1980, there were 710 class C officers per 
100 of class A and B officers taken together. The ratio 
of class B to class A officers, however, does not show 
any trend; while it has been fluctuating, the level in 1980 
is more or less the same as in 1971 viz. 174 class B 
officers per 100 to class A officers. 

(ii) Appendix Table A-2 gives the corresponding ratios for 
9 selected Ministries of the Central Government for 
1971, 1975 and 1980. It will be noticed that there arc 
wide variations in the ratios as between the different 
Ministries, which may be partly explained by differences 
in the nature of the work performed. 

33. Growth in wage expenditure covering pay and allowances of 
Central Government employees (excluding defence personnel and 
employees of Railways and P&T Departments), data for which were 
collected from the Pay Research Unit of the Department of Expen¬ 
diture, has been studied to isolate the increase in expenditure attri¬ 
butable to inflation i.e., the increase in expenditure caused by increase 
In D.A. and the inflationary element in TA and LTC. Such data 
could be obtained for the period 1974-75 to 1981-82. Taking 
1974-75 as the base year, the expenditure on pay and allowances in 
subsequent years has been adjusted to obtain the amount of expen¬ 
diture that would have been incurred in the absence of inflation ad¬ 
justments. Thus, the difference between the actual expenditure in 
one year and the adjusted expenditure In the subsequent year is the 
increase in expenditure that would have taken place but for increases 
in D.A. etc. 
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34. Tabic 17 gives the actual and adjusted expenditures for the 
years 1974-75 to 1981-82 along with the figures of the percentage 
share of increase in expenditure attributable to inflation adjustment. 
It is seen that the growth rate'of ‘adjusted’ wage expenditure works 
out to be substantially lower at 5.4 pe: cent than the growth rate 
of actual expenditure at 8.7 per cent. The wage bill per employee 
increased from Rs. 5920 in 1974-75 to Rs. 9497 in 1981-82 giving 
an annual growth rate of 5.8 per cent; whereas the adjusted wage 
bill per employee increased from Rs. 5920 to Rs. 7334 during tne 
same period giving a growth rflij of only 2.6 per cent. 

35. JDuring the 8 years studied, the increase in pay and allow¬ 
ances due to inflation adjustments works out on an average to around 
49 per cent of the total annual increase. But this average has 
been pushed up because of an abnormally high figure for one year 
(1978-79). In 5 out of the 7 years, the increase due to othef 
causes such as increased staff, increments etc., has accounted for 
more than 55 per cent of the total increase of pay and allowances. 
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36. Taldng the period 1970-71 to 1980-81, an attempt has been 
made to quantify the relative contributions made by different factors 
to the growth in Central Government current expenditure. For this 
purpose, the increase in the wage bill fo.r government employees has 
been broken down into : 

(a) increase in the number of employees; 

(b) increase in emoluments absorbed by the rise in prices; 
and 

(c) increase in real wage per employee. 

The increase in the expenditure on goods and services has been 
broken down into increase in the quantum of goods purchased and 
increase in prices. Similarly, the increase in transfer expenditure 
has been 1 broken down into increase in real transfers and the residual. 

37. Table 18 reproduces the results of our exercise. It is seen 
that of the total increase in real current expenditure (on wages and 
goods) the rise that can be attributed to inflation accounts for as 
much as 86.8 per cent of the total. In the case of transfers, 68.6 
per cent of the total increase was neutralised by the rise in prices. 
As regards the increase in the expenditure on wages and salaries, 
increase in employment contributed 20 A per cent, increase in prices 
83.7 per cent and rise in real wages (—) 4 per cent (because of the 
decline in the average real Wage). 



table i 

Ratio ofStkcttd Components of Cmtral Qovtrnnun! £ xpndltur* to Gross 
national Product (at mark*t prdts) 

(in per cent) 


item 

1960-61 

19(5-66 

1970-71 

1975-76 

1980-81 

(l) 

(2) 

(3) 

(4) 

(5) 

(O 

I-Wagi* and Salaries . 

1.(5 

2.18 

2.10 

2.51 

1.95 

2. Commodity and Servi¬ 
ces ... 

1.41 

2.45 

2.07 

2.16 

2.16 

2a. Consumption Expen¬ 
diture (1+2) 

3.06 

4 63 

4.17 

4.67 

4.11 

3. Plant <fc equipment 

0.55 

0.70 

0.37 

0.58 

0.54 

4. Construction 

1.46 

1.59 

0.84 

0.71 

0.85 

5. increase in inventories 

0.07 

(—>0 12 

0.09 

0 34 

0.13 

5a. Gross CapitalForma- 
rion(3+4+5) 

2.08 

2.17 

1.30 

1 63 

1.52 

6. Total Consumption and 
Capital Formation. 
(2a+5a) . 

5,14 

6 80 

5.47 

6.30 

5.63 

7. Transf.rs (capital A 
current) . 

3.28 

3.70 

3 58 

4.81 

6.53 

8Totaiexpenditur.- 
including transfers 
(6+7) . . 

8.42 

10.50 

9.05 

11,11 

12.16 

9. Gross N •tion'W Product* 100.00 

100.00 

100.00 

100.00 

100.00 


•At current market orices 


S FPGAP/M—'7 
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TABLE 2 


The Annual Rate of Growth dfCintral Government Expenditure 
and its components 


In percent per annum) 


si. 

No. 

1960-to 1 980-81 

1970-71 to 1980-81 

Unadjusted 

(current 

prices) 

Adjusted@ 

(constant 

prices) 

Unadjusted 

(current 

prices) 

Adjusted 

constant 

prices) 

(0) (1) 

(2) 

(3) 

(4) 

(5) 

1. Wag;sand Salaries 

12.24 

4.48 

11.00 

2.68 

2. Goods and Services . . 

11.72 

3 99 

11.34 

3.00 

3. Consumption Exp.-ndi- 
diture (1+2) . 

11.97 

4.22 

11.16 

2.83 

4. Interest 

14.97 

7.02 

18.12 

9.27 

5. Subsidies 

24.05 

15.47 

36.97 

26.70 

6- Grants 

jX>J2.86 

5.05 

14.00 

5.45 

7. Other Current Transfers 

14.68 

6.75 

14 30 

5:73 

8. Total Current Transfers 
(4+S+6+7) 

15.36 

7.30 

17 89 

10.06 

9: Total Current Expenditur< 
(3+8) 

13.58 

5.72 

15.50 

6.45 

10. Total Capital account 
expenditure. 

11.65 

3.40 

14.05 

3.99 

11. Plant and equipment . 

9.82 

1.9! 

14 73 

4.61 

12. Construction 

6.31 

(—)1.53 

11.66 

1.8l 

13. Capital Grants . 

16.85 

8.23 

21.23 

10.54 

14. Total CrntralGovern¬ 
ment Expenditure 
(Excluding financial 
investment and loans to 
th; rest of the economy) 

12.76 

4.84 

15.05 

6.10 

15. Gross National Product at 

Market Prices . • • 10.94 

3.65 

12.02 

3.31 


@ Current account expenditure components have been deflated by the ODP 
debitor. Th: Capital account coraponenj have been deflated by the gross 
oapita | formation deflator. 
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TABLES 


Economic Composition of Central Government Expenditure 
{Current prices )* : Selected Years 

(as per cent of total) 



1960-61 

1965-66 

1970-71 

1975-76 

1980-81 

1. Consumption Expendi¬ 
ture 

36.33 

44.11 

46.09 

42.02 

33.82 

11 Wiges 4 Sal tries 

19.56 

20.80 

23.16 

22.6 

16.07 

1.2 Goods & Services. 

16.78 

23.31 

22.93 

19.40 

17.75 

2. Current Treansfer 

payments . 

33.78 

29.98 

34.21 

36.78 

45 19 

2.1 Interest 

10.02 

10.42 

11.93 

11.72 

14.74 

2.2 Subsidies . 

2.06 

1.90 

2.59 

5.73 

12.50 

2.3 Grants 

19.87 

16.31 

18.03 

17.37 

15.82 

2.4 Other current 
transfers 

1.83 

1.35 

1.66 

1.96 

2.13 

3. Total Current Account 

.0+7) • • • 

70 11 

74.09 

80,30 

78.80 

79 01 

4. Gross Capital Formation 

2472 

20.67 

14 34 

14.68 

12 47 

4.1 Plant & Equipment 

6.59 

6.68 

4.14 

5.19 

4.47 

4.2 Construction 

17.33 

15.15 

9.26 

6.38 

6.99 

4.3 Increase in inv n- 
tories 

0.80 

(—)1.16 

0.94 

3.11 

1.01 

5. Capital Transfers 

5.17 

5.24 

5.36_ 

6.52 

8 52 

51 Capital Grants 

4.06 

4.53 

5.05 

5.71 

7.69 

5.2 Other Capital 
Transfers 

1.11 

0.71 

0.31 

0.81 

0.83 

6 - Total Capital Accounts 

29.89 

25.91 

19.70 

21.20 

20.99 

7; Total Government 
expenditure (excluding 
finneta] investments) 

100.00 

100.00 

100.00 

100.09 

100.00 


•Excluding financial investments. 
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TABLE 4 

economic Compoistion of Central Government expenditure (Current prices)* 
Selected Years 

(as per cent of total) 



1960-61 

1965-66 

1970-71 

1975-76 

1980-81 

I- Consumption expenditure 

_ 24 79 

27.78 

29,93 

_ 28.65 

_23.00 

1.1 Wa*:s A Salaries 

14.42 

13.10 

15.04 

15.42 

10.93 

1.2 Goods £ Services 

12.37 

14.68 

14.89 

13.23 

12.07 

2. Transfer Payments 

24.91 

_ 18.88 

22.22 

25.08 

30.73 

2.1 Interest 

7.39 

6.56 

7.75 

7.99 

10.02 

2.2 Subsidies 

1.52 

1.20 

1.68 

3 91 

8.50 

2-3 Grants 

14.65 

10.27 

11.71 

11.84 

10.76 

24 Other Current 






Transfers 

1.35 

0 85 

1.08 

1.34 

1.45 

3. Vital Current Account 






(D-H2) . . . 

_31.70 

46.66 

52. u 

53.73 

S3 73 

4. Gross Cap tal Formation 

18.23 

13.02 

9.31 

10.01 

8.48 

4.1 Plant £ Equipment 

4 86 

4.21 

2.69 

354 

3.04 

4.2 Constructien 

12.78 

9.54 

6.01 

4.35 

4.75 

4.3 Inventory's (Works 






Stores) . 

0.59 

(—)0.73 

0.61 

2.12 

0.69 

5. Capital Transfers 

3.81 

3.30 

3 48 

4 45 

_5.79 

5.1 Capital Grants 

2.99 

2.85 

3 28 

3.89 

5.23 

5.2 Oth*r Capital 






Transfers * 

0.8*2 

0.45 

0.20 

0.55 

0.56 

6. F none al Investments 

26 26 

37.02 

35.06 

31.82 

32 00 

7. Total : Cap tal Account 






(4 to 6) 

_ 48.38 

53.34 

47.85 

46.27 

46.27 

8. Tbtal: (excluding 






Financial Investments) 






(3+4+5) 

73 74 

62 98 

64 94 

68 19 

68.00 

9. Grand Tbtal(3)+(1) . 

100.00 

100.00 

100 00 

100.00 

100.00 


‘licluling financial investment 
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Functional Classification of Central Government Expenditure in selected years (Current Prices) 
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TABLE 7 

Percentage share of the Incremental Expenditure on Current Account under Functional 
Categories in the TOTAL Incremental Revenue Receipts of the Central Government 

(Per cent on incremental revenue) 


Functional Categories 

1970-71/ 1975-76/ 1980-81/ 1980-81/ 

1966.67 1970-71 197A-76 1970-71 

1 2 

3 

4 

5 

6 

1. General Services other than Defence 17.1 

8.2 

5.0 

6.5 

2. Defence Services 

35.4 

28.9 

26.9 

27.8 

3. Education ... 

2.00 

2.8 

2.6 

2.7 

4. Medical Sc Public Health 

5.8 

3.4 

0.7 

2.0 

5. Other Social Services. . 

0.6 

2.5 

6.6 

4.6 

6. Agriculture .... 

(~)6 4 

1.5 

18.9 

10 5 

7. Industry ..... 

2.5 

5.4 

11.1 

8.4 

8. Transport & Communication 

2.3 

1.1 

3.1 

21 

9. Other Ecomomic Services 

1.8 

0.7 

1.3 

1.0 

10. Block Grants 

13.8 

2.4 

9.3 

6.0 

11. Unallocable .... 

9.3 ' 

28.2 

39.3 

34-0 

12. Total. 

84.0 

85.1 

124.8 

105.6 

13. Incremental Revenue Receipts 

100.0 

100.0 

100.0 

100.0 

14. Savings . . ■ 

16 0 

14.9 

(-)24.8 

(—)5 • 0 
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TABLE« 

Transfer payments at per cent of Gross National Product (At current prices ) pt 

selected years 


Items 

1960-61 

1965—66 

1970-71 

1975-76 

1980-81 

(i> 

(2) 

(3) 

(4) 

(5) 

(6) 

1* Current Account 

2.84 

3.15 

3.10 

4.09 

5.38 

1.1 Interest 

0.84 

1.10 

1.08 

1.30 

1.75 

1.2 Subsidies 

0.18 

0.20 

0.24 

0.64 

1.49 

1.3 Grants 

1.67 

1.71 

1.63 

1.93 

1.88 

1.4 Other Current 

Transfers 

0.15 

0.14 

0.15 

0.22 

0.26 

2. Capital Account 

0.44 

0.55 

0.49 

0.72 

1.01 

2.1 Capital Grants 

0.34 

0.48 

0.46 

0.63 

0.91 

2.2 Other Capital 

0.10 

0.07 

0.03 

0.09 

0.10 

Transfers 

3. Total Transfers 

3.28 

3.70 

3.59 

4.81 

6.39 
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TABLE 9 

Distribution of Subsidies—1960-61 to 1982-83 

(In Rs. crores.) 

Year Total OF WHICH Other* 

Subsidy -- ■ . .— — - 

Export Food Fertilizers 
Promotion 
and 

Development 


<1) 

(2) 

(3) 

(4) 

(5) 

(6) 

1960 61 

26.3 





1961-62 

27.8 





1962-63 

•19.0 





1963-64 

56 7 





1961-65 

62.3 





1965-66 

47.5 





1966-67 

205.0 

46 

91 

43 

25.0 

1967-68 

154.2 

40 

95 


19.2 

1968-69 

51.0 

34 



17.0 

1969-70 

96.0 

45 

31 


20.0 

1970-71 

94.2 

41 

18 


35.2 

1971-72 

140.3 

54 

50 


36.3 

1972-73 

204.6 

62 

117 


25.6 

1973-74 

360.9 

66 

251 


43.9 

1974-75 

419.2 

88 

295 


36.2 

1975-76 

469.7 

161 

250 


58.7 

1976-77 

9-17.8 


506 


172.0 

1977-78 

]286.fi 

327 

480 

266 

213.8 

1978-79 

1474.9 

375 

570 

342 

187.9 

1979-80 

1821.2 

361 

690 

603 

257.2 

1980-81 

1911.7 

399 

650 

505 

357.7 

1981-82 

(Revised 

estimates) 

1TK 6 

176 

700 

3S6 

13'>.6 

1982-83 

(Budget 

estimates) 

2052 0 

500 

700 

448 

■104 .0 


3 PPG«iP/80—8 
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TABLE 10 

liistributioii of subsidies by Purpose (A! Current Prices), 1966-67 to 1 St 0-81 
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TABU?. 11 


Growth of Private Consumption Expenditure on rood and Food Subsidy, 
1970-71 to 1980-81 


Year 

Private consurup- 

Foctd subsidy 

Food Subsidiy 


tion expenditure 


in ruptes per 


on food 


hundred rupies 


and cereals 


of consumption 


substitutes) 


expenditure on 
food. 


(Rs- crOre) 

(Re. crow) 


(1) 

(2) 

(3) 

(4) 

1970-11 

8603 

18 

0.21 

1971-72 

8816 

50 

0.57 

1972-73 

9535 

117 

1.23 

1973-74 

11894 

251 

2.11 

1974-75 

16159 

295 

1.83 

1975-76 

15106 

250 

1.65 

1976-77 

13356 

506 

3.79 

1977-78 

16047 

480 

2.99 

1978-79 

16192 

570 

3.52 

1979-80 

15980 

690 

3.75 

1980-81 

. . . 20575 

650 

3.16 


Sourc; : 1. Col- 2 C-S.O., National Accounts Statistics various issues. 


2. Oil. 3 Ministry of Finance (Government of India). An Economic 
and Functional Classl/icatlonof the Central Government's Budget 
(various issues). 
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r \m t- 12 

Growth oj Exports &. Exports Subsidy 1966/6? to 1982/8.? 


Year 

V a lu„‘ of Expo it's 

Subsidy 


Subsidy pur - 





thousand Rs. 





of exports 


(Rs. crorcs) 

(R". chores') 

(in rupees) 

1 


3 


4 

1966-67 . 

1156 6 


46 

«S9.8 

1967-68 . 

1198.7 


40 

33.4 

1968-69 , 

1357.9 


34 

25.0 

1969-70 , 

1413.2 


45 

31.8 

1970-71 . 

1535.2 


41 

26.7 

1971-72 . 

1608.2 


54 

33.6 

1972-73 . 

1970 8 


62 

31.5 

1973-74 . 

2523.4 


66 

26.2 

1974-75 . 

3328.8 


88 

24.0 

1975-76 . 

4042.8 


16.1 

39.8 

1976-77 . 

5142.7 


269 

52.3 

1977-78 . 

5407.9 


327 

60.5 

1978-79 

8726.3 


375 

65.3 

1979-80 . 

6458.8 


361 

55.9 

1980-81 . 

6710.7 


399 

59.5 

1981-82 . 

7781.4 


476 

61.1 

1982-83 OEst ) . 

8650.0 


500 

57.0 

Source 1) Col- 2 : 

2) Col. 3 : 

DGCIiES 

Economic & Functional Classification of the Central 


Ooverrunent Budget, varioti issues. 
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TAJII.F n 


Growth of Regular Umploywcnt in the Central Gowrnmcnt 106//62 to 19S1/32 

Year Re'njlar Employment 

in Hi: Cent;;: I 

GJvemn e 11 : De- 
Edco Civilians and 
oth.r Departments, 
(in lakW 

1 2 


1-,61-62.. . . 6.11 

1962 63. 6.62 

1963-64 7.53 

196465 8.07 

1965- t6. 8.28 

1966- 67 . . 3.50 

1967- 68 ._ .... . . . 8.68 

1968- 69 .jj,’";. ... 3.91 

1969- 70 .. 9 10 

1970- 71 .;£&•' . . 9.29 

1971- 72 .... • • 9.54 

1972- 73 10.09 

1973- 74 10.57 

1974- 75 . . . . i J Jj . . . 10.77 

1975- 76 11-10 

1976 77 11-38 

1977- 73 . 11 59 

1978- 79 . .' 11-91 

1979- 80. 12.27 

1980- 81 12.65 

1981- 82 13.0-1 

Annua I Compound Growth Rate (%) 

1960-61 to 1970-71 4.39 

1971-72 to 1980-82 2.91 

I960 61 to 1981-82 . . . . . . 3.36 


Source : DQE&T, Ministry ofLabour, Census ofthe Central Government Employees 

1978 
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I Mil ! 14 


Growth cut(l Conip.isiitou <>] Control Giturnnuni rmphy'i ' (Defence O 1 Minis 
and other D.-p./rhuents) by Stahls 

Year Gazetted Non-Gazetted 

-——— Total in 


1 

in lakhs 

2 

share in 
in 

total 

3 

lakh» 

4 

% share 
in 

total 

s 

lakh"- 

6 

1971 

0 42 

4 47 

8 98 

95.53 

9.40 

1972 . 

0 44 

4.55 

9.24 

95.45 

9.68 

1973 . 

0.47 

4 48 

10 01 

95.52 

10.48 

1974 . 

0.49 

4.61 

10 14 

95 39 

10.63 

1975 . 

0 51 

4 68 

10 39 

95.32 

10.90 

1976 . 

0.57 

5.04 

10.73 

94.% 

11 30 

1977 . 

0.58 

5 07 

10.87 

94 93 

11.45 

1978 

0.61 

5.20 

11.11 

94.80 

11.72 

1979(E) 

0.63 

5 24 

11.40 

94 76 

12.03 

1980 . 

% variation 1 980/197 1 

0.66 

5.11 

11.69 

94.66 

12.35 

(annual compound) 

(E—Estimated! 

5 29 

2.26 

2 83 

(-X> 11 

2 95 


Source DGE&T. Ministry of Labour, Census of Central Government Employees. 
(Different Issues). 
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TABLE 15 


Composition of Central Government Employees (Defence Civilians utul other depart, 
meats) by Group of post (% share) 


As on 31st 
March 


Groups 





A 

B 

C 

D 

Unclassi¬ 

fied. 

Total 

1 

2 

3 

4 

5 

6 

7 

1971 . 

2 23 

3.94 

50.53 

42.02 

1.28 

100.00 

1972. . 

2.17 

4.13 

52.69 

40.08 

0.93 

100.00 

1973 . 

2.19 

4 01 

54. 68 

37.98 

1.14 

100.00 

1974 

2.35 

3.95 

54.66 

37.72 

1.32 

100.00 

1975 . 

2.48 

4.13 

54.77 

37.34 

1.28 

100.00 

1976 . 

2 57 

4.07 

55.75 

36.19 

1.42 

100.00 

19/7 

2 71 

4 45 

54.76 

36.68 

1.40 

100.00 

197R . 

2.81 

5.46 

54.22 

36.15 

1 36 

100.00 

4979(E) . 

2.82 

5.15 

54.78 

35.99 

1.26 

100.00 

19S0 . 

2.83 

4.94 

55.22 

35.79 

1.22 

100.00 

';i Variation 
(annual com¬ 
pound) 1980) 
1971 

3.51 

3.37 

0.64 

(-11.54 

1.75 



(E — Estimated) 

Based on basic pay categories as follows : 

A=Rs. 1300 and above. 

B=R$. 900 and above but less than Rs. 1300, however ine’udins assistants and 
stenographers grade *C’. 

C= Abo\ c Rs. 290 but less than Rs. 900 
D = Below Rs. 290. 

Source; DGF&T, Ministry of Labour, Census of Central Government Employees 
(Different Issues) 
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LADLL 16 

Changing Croup Relation s Regarding Composition of the Central Gorertmien t 
Dnpbyeei*. 1971—78 


Vear (as on March) 

Group Relations (per hundred) 



B i C4 D 

C/A-l-B 

B/A 


A 



(0 

(2) 

(3) 

(4) 

1971 

4300 

818.97 

176 19 

1972 

4467 

836.07 

190.48 

1973 

4404 

881.54 

182.61 

1974 

4096 

867.16 

168.00 

1975 

3885 

829.17 

166.67 

1976 

3741 

840.00 

158.62 

1977 

3542 

764.63 

164.52 

1978 

3406 

655.67 

193.94 

1979(E) 

3394 

686.46 

182.35 

1980 

3386 

710.42 

174 20 


(E = Estimated) 

‘Defence civilians and other Central Government departments. 


CO 








TABLE 17 

Growth of Actual and Adjusted * Expenditure on Pay A Allowances of Central Gotern' 
ment employees. (.Excluding Defence Personnel & P&.T), 1974—75 to 1981 — 82 

Year Expenditnre on Pay and Allowances 

Actual Adjusted Percentage share 

- --increase over the 

Total Per capita Total Per capita base year 

IRS. (Rs.) (Rs.) (Rs.) — - — —• 

lakhs) lakhs) Inflation Residual 

adjustments 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

1974—75 

63761(E) 

5920.24 

63761 

5920.24 



1975—76 

80666(E) 

7262.21 

71148 

6409.73 

563 

43.7 

1976—77 

82435 

7243.85 

72172 

6342.00 

42.1 

57.9 

1977—78 

87877 

7582.14 

75531 

6517.34 

38.2 

61.8 

1978—79 

91181 

7655.84 

75924 

6374.81 

88,3 

11.7 

1979—80 

98794 

8051.67 

80707 

6577.59 

36.6 

63.4 

1980—81 

115376 

9120.63 

90964 

7190.83 

38.1 

61.9 

1981—82 
Growth Rate 

123856 

9496.63 

95631 

7333.67 

45.0 

55.0 

(%) Annual 
Compound 







1981—82 

over 

1974—75 

8.71 

5.83 

5.39 

2.61 




E*= Estimated. 
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TABLE 18 


Share of Incremental Expenditure on Major Components in Total Increase in Central 
Government Expenditure (Current Account) 1980-81/970-71 


Component 

Rs. crores %share 

Wages and Goods and Services 
—Increase in number of employees 
—Increase in emoluments absorbed by the rise in prices 
—Increase in real wages per employee 
—Increase in quantum of goods and services 
—Increase in prices of goods and services purchased 

146 

599 
• (—>29 
226 

1660 

5.6 

23.0 

(—>1-1 

8.7 

63.8 

Total increment . 

2602 

100.0 

Transfer Payments 

—Increase in prices eroding value of transfers . 

—Increase in real transfer. 

3878 

1795 

68.6 

31.4 

Total increment. 

5673 

100.00 
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TABLE A. J 


Pattern (Current j Capital) af Central Government Expenditure under 
Functional Categories 

(At current prices) 



Percentage distribution 



1966-67 

1970-71 

1973-74 

1980-81 

0) 

(2) 

(5) 

(4) 

(5) 

1. General Services Other than Defence 

A. Total Current Expenditure 

45.2 

59.4 

71.7 

58.7 

i) Consumption 

38.9 

54.2 

53.2 

56.5 

ii) Transfer payments 

6 3 

5.2 

18.5 

2.2 

B- Total Capital Expenditure . 

54.8 

40.6 

28.3 

41.3 

i) Groass££pital formation 

3.5 

(— )0.6 

4.0 

4.5 

ii) Total capital transfers 




. .. 

iii) All financial investments and 
loans * 

51.3** 

41.2** 

24.3** 

36.8** 

C-Total exp.nditure (A+B) . 

100.00 

100.00 

100.00 

100.00 


-- 

---- 

— --— 

- 

2. Defernce Services 

A. Total Current expenditure . 

100.00 

100.00 

100.00 

100.00 

i) Consumption 

100 oc 

100.00 

100.00 

100.00 

ii) T ransftr payments 

— 

— 

— 

— 

B-Total Capital Expenditure 

— 

— 

-- 

— 

i) Oross capital formation 


— 

— 

— 

ii; Total Capital transfers 
iii) All financial investments and 
loans* .... 

• 




0- Total expenditure (A+B) 

100.00 

100.00 

100.00 

100.00 

3- Education 

A- Total Qurrent Expenditure 

84.6 

82.9 

95.4 

95.8 


i) Consumption 
li) Transfer payments 


11.8 

72.8 


16.7 

66.2 


19.6 

75.8 


20.8 

75.0 
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(1) 

(2) 

(3) 

(4) 

(5) 

B. Total Capital expenditure . 

15.4 

17.1 

4.6 

4.2 


-- 

— 

— 

— 

i) Gross Capital formation 

1.8 

1.1 

1.8 

3.1 

ii) Total Capital transfers . 

5.7 

9.6 



iii) A11 financia ] investments and 

loans*. 

7.9 

6.4 

2.8 

1.1 

C. Total expenditure (A+B) 

100.00 

100.00 

100.00 

100.00 

4. Medical and Public Health 

A Total current expenditure . 

55.J 

91.5 

83.2 

98.2 

i) Consumption 

15 2 

18.6 

15.1 

22.3 

ii) Transfer payments 

40.1 

72.9 

68.1 

75.9 

B. Total capital Expenditure • 

44.7 

8.5 

16.8 

1.8 



— 

— 

— 

i) Gorss capital formation 

5.2 

3.5 

4.9 

1.8 

ii) Total capital transf. rs 

10.7 

0.1 

11.5 


iii) All financial invesfnuns and 

loans* . . . . 

28.8 

4.9 

0.4 


C- Total expenditure (A+B) 

100.00 

100.00 

100.00 

100.00 


— 

—- 

-- 

--- 

5- Other Social Services 

A Total current expenditure 

61.3 

58.0 

63.0 

591 


- - - 

—-- 

— 1 

--- 

j) Consumption 

25.2 

35.0 

21.5 

27.2 

ii) Transfer payments 

36.1 

23.0 

41.5 

31.9 

otal capital expenditure . 

38.7 

42.0 

37.0 

40.9 

i) Gioss capital formation 

16.5 

24.0 

6.0 

9.8 

ii) Total Capital transfers . 

4.9 

1.0 

17.0 

15.2 

iii) All financialinvestments and 

leans.* 

17.3 

1 7.0 

14.0 

15.9 

C- Total expenditure (A4-B) 

100.00 

100.00 

100.00 

100.00 


—- 

— 

— 

- 

6- Agrlctbure 

A-Tata t current expenditure . 

23.1 

31.7 

28.5 

53.5 

i) Consumption 

2 7 

7.0 

7.0 

2.5 

ii) transfer payments 

20.4 

24.7 

21.5 

51.0 
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(1) 

12) 

(3) 

(4) 

(5) 

B. Total Capital Expenditurc . 

76.8 

68.3 

71.5 

46.5 

(i) Gross capital formation 

5.1 

0.8 

18.4 

1.6 

(ii) Total Capital transfers . 

4.4 

3.7 

11.1 

14.8 

(iii) All financial investments and 

loans.* .... 

67.4 

63.8 

42.0 

30.1 

C. Total expenditure (A+B) 

100.00 

100.00 

100.00 

100.00 

7. Industry 

A- Total current expenditure 

18.2 

26.5 

24.3 

22.0 

(i) Consumption 

3.9 

5.2 

6.1 

4.0 

(ii) Transfer payments 

14.3 

21.3 

18.2 

18.0 

B-Total capital expenditure ., 

81.8 

73.5 

75.7 

78.0 


— 

— 

— 

-' 

(i) Gross Capital formation 

8.3 

10.6 

11.0 

4.7 

(ii) Total capital transfers . 

2.2 

1.6 

3.8 

2.0 

(iii) A11 financial investments and 

loans.* .... 

71.3 

61.3 

60.9 

71.3 

C- Total expenditure (A +B) 

100.00 

100 00 

100.00 

100.00 



— 


--- 

8. Transport & Communications 

A. Total current expenditure 

4.4 

6.4 

8.0 

10.5 


— 

— 

— 

-. 

i) Consumption 

4.0 

5.2 

6.0 

3.8 

ii) Transfer payments 

0 4 

1.2 

2.0 

6.7 

B- Total Capital expenditure . 

95.6 

93.6 

92.0 

89.5 

,i) Gross Capital formation 

79.5 

59.9 

69.9 

70.5 

ii) Total capital transfers . 

12.4 

7.7 

4.1 

2.7 

iii) AU financial investments and 

loans.* .... 

3.7 

26.0 

18.0 

16.3 

C- Tola I expenditure (A+B) 

100.00 

100.00 

100.00 

100.00 

9- Other Economic Services 

A- Total current expenditure . 

1.2 

8.0 

2.4 

11.8 


— 

— 

— 

— 

(i) Consumption 

0.9 

3.7 

2.0 

6.4 

(ii) Transfer payments 

0.3 

4.3 

0.4 

5.4 

B- Total Ctpital Expenditure . 

98.8 

92.0 

97.6 

88.2 

(i) Gross Capital formation 

1.3 

6.3 

1.1 

3.1 

(ii) Total Capital transfers . 

1.5 


0.1 

1.6 

(iii) All financial investments and 

loans.* .... 

96.0 

85.7 

96.4 

83.5 

C-Total expenditure (A+B) . 

100.00 

100.00 

100.00 

100.00 
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1) 

(2) 

(3) 

(4) 

(3) 

Block Grants and hoans 

10. A. lota 1 current expenditure 

— 

15.9 

15.9 

20.4 

(i) Consumption 

— 




(ii) Transfer payments 

— 

15.9 

15.9 

20.4 

B- Total Capital expenditure . 


84.1 

84.1 

79.6 

(i) Gross capital formation 





(ii) Total capital transfers . 


15.9 

15.9 

20.4 

(iii) All financial investments and 

loans* ... 

.. 

68.2 

68.2 

59.2 

C. Total expenditure (A+B) . 


100.00 

100.00 

lOO.Oo 

11. Unallocable 

A - Tc ta I current expend iture 

77.2 

64.5 

62.8 

92.6 

(i) Consumption 





(ii) Trnasfer payments 

77.2 

64.5 

62.8 

92.6 

B-Total capital Expenditure 

22.8 

35.5 

37.2 

7.4 

(i) Gross capital formation 

(—)4.6 

2.6 



(ii) Total capital transfers 

2.0 

0.9 

2.9 

3.2 

(iii) All financial investments and 
loans* . 

25.4 

32.0 

34.3 

4.2 

C- Total expenditure (A+B) . 

100.00 

100.00 

100.00 

100.00 

12. Total—All Categories 

A. Total current expenditure . 

48.6 

52.2 

53.8 

53.7 

(i) Consumption 

26.0 

30.0 

28.5 

23 0 

(ii) Transfer payments 

22.6 

22.2 

25.3 

30.7 

B Totalcapitalexpenditure 

51.4 

47.8 

46.2 

46.3 

(i) Gross capital formation 

10.7 

9.3 

9.6 

8.5 

(ii) Totalcapital transfers . 

3.0 

3.5 

4.4 

5.8 

(iii) All financial investments and 

loans* .... 

37.7** 

35.0** 

32.2** 

32.0** 

C. Tota|expenditurc(A+B) . 

100.00 

100.00 

100.00 

100.00 


♦covering investment in shares, loans for capital formation and other loans, 
•♦including subscription to Internationa] Financial Institutions and net pur 
chase of gold and silver. 







TABLE A.2 

Changing Qroup (A to D) Realatlonships Among Employees (Support Rations ) 
Selected Ministries/Departments and Total of the Central Government (Defence 
Civilians and other D;partments) 

Ministrirs/Dipirtm:iits P.riod Group Relationships 

(per hundred) 




B+C+D 

C/A+B B/A 

-per 

A hundred 

1 

2 

3 

4 

5 

1. Agriculture (includingRural 

1971 

1975 

330 

212 

Development, but excluding 

1975 

1431 

310 

159 

Irrigation) 

1980 

1204 

291 

135 

2. Commerce A Civil Supplies 

1971 

2086 

379 

270 


1975 

1380 

312 

200 


1980 

1179 

251 

189 

3. Communications 

1971 

31607 

6717 

270 


1975 

25195 

3487 

477 


1980 

21815 

4559 

287 

4. Education A Culture 

1971 

4061 

945 

174 


1975 

2134 

223 

267 


1980 

1516 

203 

188 

3. External Affairs 

1971 

663 

53 

279 


1975 

613 

57 

271 


1980 

544 

79 

200 

6. Finance ..... 

1971 

5357 

953 

301 


1975 

4056 

888 

228 


1980 

4071 

778 

284 

7. Health A Family Welfare . 

1971 


• 



1975 

1797 

319 

154 


1980 

1117 

293 

87 

8. Industry. 

1971 

1151 

229 

158 


1975 

857 

208 

134 


1980 

805 

198 

129 

9. Works A Housing . 

1971 





1975 

5644 

802 

316 


1980 

3730 

672 

250 

10 Toul of above (I) So (9) . 

1971 

8960 

1895 

254 


1975 

6483 

1360 

254 


1980 

5856 

1402 

218 

11. Grand Total (A 11 Ministries/ 

1971 

10661 

2046 

180 

Departments).... 

1975 

9030 

1745 

179 


1980 

7573 

1569 

170 

12. Grand Total 

1971 

4300 

819 

176 

(ewl. Railways A P A T 

1975 

3885 

829 

167 


1980 

3386 

7i0 

174 


(Enclosure li to the EARC Repoit No. 28 on Economy in Public 

Expenditure) 


ECONOMIC ADMINISTRATION REFORMS COMMISSION 
REPORT OF THE WORKING GROUP ON STAFFING 
PATTERN AND PERSONNEL POLICIES SET UP BY THE 

E.A.R.C. 


Introduction 

The Economic Administration Reforms Commission had set up 
the Working Group to study the staffing patterns and personnel poli¬ 
cies of the Government of India as part of its terms of ieference 
“Economy in Public Expenditure - ’ under their Office Order No. 
EARCj V'jA(I)j82-Coop, dated 5th August, 1982. The composition 
of the Study Group was :— 

1. Dr. V. Gauri Shanker, Adviser, E.A.R.C 

2. Shri K. V. Seshadri, Addl. Secy. DOP&AR 

3. Shri H. M. S. Bhatnagar, Addl. Secy & FA, Ministry of 

Industry. 

4. Shri M. Parthasarathy, Director (O&M), Office of C&AG, 

5. Shri V. S. Jafa, JS (Per), Min. of Finance. 

6. Shri S. P. Shukla, JS, EARC .Convenor 

2. The term ‘Staffing Patterns and Personnel Policies’ of the Go¬ 
vernment of India has a wider import. It is not possible, therefore, 
to deal with this as a subject per se The Working Group, therefore, 
had to identify certain areas for investigation. They accordingly 
listed the following :— 

(a) The reasons of growth of staff of the Central Government 
in the past three decades. 

(b) Whether increase in staff numbers was in the right direc¬ 
tion. 

(c) Whether there was a case for arresting the increase in 
the staff number at the existing level. 

(d) Whether the structure of the staff under Government 
requires any modification in view of the changes in scope 
and methods of the functioning of the Government. 

(e) Whether certain organisational structures, methods and 
the procedures have become redundant and, therefore, 
some modifications are called for, and 
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(0 Whether certain units were engaged in some kind of work 
resulting in overlapping of functions. 

3. However, due to constraints on time it was decided in consul¬ 
tation with Member(C) that the Working Group will confine their 
examination to the following :— 

(a) whether the structure of the staff under Government re¬ 

quire any modification in view of the changes in the scope 
and methods of functioning of the Government; and 

(b) the existing mechanism for monitoring and controlling 
staffing patterns and personnel policies and the need to 
introduce modifications, therein, if any. The other areas 
identified could he brought insofar as they have relevance 
to the above. 

The approach 

3.1 While item (b) is specified and is capable of a closer and de¬ 
tailed examination, item (a) calls for a somewhat wider examination 
of organisations, structures, practices and procedures obtaining in the 
Government of India and relate them to the overall context of eco¬ 
nomy in public expenditure. After discussing the methodology to be 
adopted, the Working Group decided to select two sample organisa¬ 
tions und»* the Central Government for a study. Accordingly, the 
Ministry of Agriculture (excluding Department of Rural Reconstruc¬ 
tion) Central Excise Department were selected. The Ministry of 
Agriculture was selected as it is representative of developmental acti¬ 
vity falling solely within the jurisdiction of State but the overseeing 
and coordinating functions are wi h the Centre. This Ministry is 
also a good example of an institutional arrangement whose scope, and 
methods of functioning cover biogramtncs which are ultimately to be 
transferred to the State)other agencies for management and control. 
The Ministry of Agriculture has a number of programmes in which 
certain developmental processes are conceived, launched and deve¬ 
loped during the period of gestation ahd ultimately handed over to 
fhe State Governments for running. The scope and methods func¬ 
tioning in such an area call for a differen. structuring of staff different 
from the normal pattern of staffing in governmental organisation. 

3.2 The Central Excise Department on the other hand is the 
single largest revenue collection department of the Government of 
India contributing nearly 75% of the total revenue. The pattern and 
procedures for levy and collection have been changing over the years 
necessitating resultant changes in the scope and methods of function¬ 
ing of the Department. But unfortunately the structuring of the staff 
in this Department has remained unchanged and unequal to the now 
challenges faced by the department. The change over the years calls 
for a fresh look into the procedures themselves. When the Jha Com¬ 
mittee studied the subject of indirect taxation, the residuary item 68 
contributed only 1 to 2 per cent of the revenue. Under the latest 
Finance Bill itejn 68 commodities will contribute about 10 per cent. 

3 PPG & P/86 10 
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It may be mentioned that Venkatappian Committee had, while enun¬ 
ciating the simplified procedure ior small-scale sector, noted that the 
Government policy defined this sector as limited to plant and machi¬ 
nery investment upto Rs. 7.5 lakhs (exclusive of land); it had re¬ 
commended a cut-on limit of Rs. 5 lakhs. According to the latest 
Finance Bill, the corresponding figures would be Rs. 20 lakhs for 
investment and Rs. 40 lakhs for turnover. Thus, capitaliouiput ratio 
which was originally 1:0.67, has now been jacked upto 1:2. Hence, 
the identification of the units eligible for cut-off consideration assumes 
greater importance from the fiscal point of view. How far have the 
staffing structures adjusted themselves to these changes in the scope 
and functioning of the department ? The subject, therefore, appeared 
to provide a good insight into the general question of staffing patterns 
and procedures and policies. The Working Group, therefore, decided 
to select this department for stilly as representative of a department 
which was structured decades back under different circumstances but 
continued to be so despite the unsuitability to the present day require¬ 
ments and conditions. 

4. The organisational role of a, department decides the structure 
of the organisation and this structure, in turn, decides the stalling 
patterns. It is, therefore, logical to deal with the staffing pattern 
with reference to the organisational goals and structure. Organisa- 
donal structures have six primary dimensions namely specialisation, 
standardization, formalisation, centralisation, configuration, ^exibility. 
These dimensions refer to the major structural characteristics of all 
organisations, specialisation meaning division of labour training and 
technical capabilities; standardisation refers to procedures having uni¬ 
form relevance and applicability, formalisation means the proper 
documentation of these procedures; centralisation deals with the hie¬ 
rarchical authority; configuration, vertical span of control. The re¬ 
arrangement of these primary dimensions are essential before staffing 
pattern are changed. In dealing with the staffing patterns especially 
in the Central Excise Department, the readjustment of these primary 
dimensions have been kept in mind. 


Findings in General 

5. Basically our study has revealed that in these two Departments 
there was no discernible pattern of staffing rationally linked with the 
organisational goals. In the Ministry of Agriculture, for example the 
distribution of staff at the Ministry between technical and nontechni¬ 
cal categories does not reveal any significant pattern. Apparently as 
time went on, new projects were taken up and staff were being added 
on an ad hoc basis without taking into consideration the structural 
dimensions of the oragnisation wit.li the result that potential surpluses 
could not be identified systematically at any point of time in one wing 
or the other of. the Department. In the Central Excise Department, 
despite the change in the scope and methods of functioning, the 
pattern of staffing has remained the same as it was before the Venka- 
tappiah Committee’s Report, 1972. 
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Rate of growth 

6. While dealing with these questions, wc have also examined 
the rate of growth of staff in these two Departments. While in the 
Ministry of Agriculture, the annual incremental rate of growth is 
high compared to other civil departments of the Government of India, 
the Central Excise Department has not registered any significant rate 
of growth. In both cases, the changes in the st^ff strength do not 
seem to reflect a deliberate attempt or plan to refashion the patterns 
to changing organisational requirements. 

7. In the Ministry of Agriculture, due to the existence of certain 
highly specialised functional areas, requiring technical personnel for 
the duration of the respective schemes and projects, there is ai scope 
for introducing a “sun-set pattern” of staffing distinct from the rou¬ 
tine governmental staffing patterns. In the case of Excise Depart¬ 
ment, a complete overhaul of the system and the structure is warrant¬ 
ed. 


8. A study of the existing mechanism for control of growth of 
staff in the government namely the Administrative Reforms Wing, 
the Internal Work Study Units and the Staff Inspection licit has 
thrown up certain basic issues to be resolved. At present the adminis¬ 
trative departments are not 'hemselves made accountable for poor 
procedures, outdated working methods and dis'orted staffing patterns. 
There is no internal mechanism to discipline and rationalise growth 
of staff suited to the needs of the department. . Flexibility for internal 
adjustments of staff between one scheme and another or as between 
two offices under the same Ministry even is also absent. The record 
of performance of Staff Inspection Unit also reveals that it is un¬ 
equal to the task expected of it. Whatever little economies have 
been achieved by its efforts has no relevance in the overall context of 
growth of staff in the Government of India which continues to rise 
from 2.8 per cent to 3 per cent annual. [The Staff Inspection Unit as 
a result has become negative in image and minimal in coverage.] 

9. The basic issue of relevance of externa! mechanisms of control 
in the present day context in governmental organisations was examined 
by the Working Group. Absence of adequate internalisation and 
monitoring disciplines and functions appear to be the main weakness 
of the existing systems. 

10. At the macro level there is a necessity to vest the Administra¬ 
tive Reforms Wing of the Government of India with adequate autho¬ 
rity. The Administrative Reforms Wing has been clubbed with the 
Personnel Department of the Government of India. While healthy 
personnel policies are essential for an effective functioning of an 
organisation, Administrative Reforms have a wider perspective and 
arc basically concerned with the larger issue of organisational set up, 
its structure, the procedures and practices. Therefore, there is a 
necessitv to delink both and plac<' the Administrative Reforms Wing 
under the Cabinet Secretariat to provide it with necessary authority. 
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11. At present the inspections of staffing patterns and structure are 
tarried out independently oi'each other by the SlUjIWSU.and the 
Department frof Administrative Reforms. There is no system of 
approach laid down as a rule. The MinistryiDepartment or subordi¬ 
nate establishment is not examined in its totality. This can best be 
done by the AR Wing who can not only study the structures of an 
organisation but also provide for better procedures, functional methods 
staffing needs and effective delegation which ail go up to strengthen 
the functions of the organisation which is basic for overall economy. 

Summery of Conclusions and R -xon invi.dation s 

12. We have examined in detail Ministry of Agriculture in Part 11, 
Central Excise Department in Part HI and the Control Mechanisms in 
Part IV of this Report. The following is the summary of our main con¬ 
fusions and recommendations : — 

A. DEPARTMENT OF AGRICULTURE 

(i) The organisational structure of the Department of Agricul¬ 
ture and Cooperation comprises, apart from the main 
Ministry, 26 functional divisions, 2 cells, 3 Attached offices, 
70 Subordinate office*. ' public sector undertakings, 4 
autonomous organisations and 19 national level co-ope¬ 
rative federations. Despite this broad spread of the 
organisation the Department of Agriculture does not have 
a properly constituted data processing cell. Basic data 
regarding staff distribution, strength, growth rate etc. are 
not centrally available. This is one of the main weaknesses 
of the system which makes any effort towards optimal 
utilisation of staff or checking the growth of staff, difficult. 

(Para 17) 

(ii) The trend rate of growth of the Department of Agriculture 

is 5.4% and it is high compared to the annual growth rate 
for the government Civil departments as a whole which 
work oHjt to 2.8%. It i> equally high compared to the 
growth rate in some of the developmental Ministries. Even 
within the Department of Agriculture, the Department of 
Animal Husbandry and Forest sectors contribute to a 
very high percentage of 30.18% and 9.5% respectively. 

(Para 18) 

(iii) Commercial functions like running the Delhi Milk Scheme 
import of fertilizers tc. which should appropriately be left 
to Commercial organisations are being discharged by the 
Department of Agriculture This-has contributed to the 
high rate of growth < f staff. Similarfy there is overlap bet¬ 
ween the functions in the area of agriculture between the 
Centre and the St»»e Governments. The Working Group 
draws the attention of the Commission in this regard to 
certain recomrtrendaffons made by a High Powered Com¬ 
mittee under Shri H. N. Ray for consideration. There is 
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no necessity for distinguishing between plan and non-plan 
as far as the staff component is concerned at Secretariat 
organisation. This distinction should be removed and the 
staff components on the plan side should be subjected to 
the same kind of scruiny. 

(Para 20.3) 

(iv) There is at present no mechanism available to take a 
comprehensive overall view and to ensure optimal utili¬ 
sation of the staff by transferring surpluses to areas of 
deficiency. While additional staff is being created for 
new demand areas, available surpluses are not .identified 
and utilised. To a certain extent the lack of Centrally 
available statistics contributes to this. It is, therefore, 
necessary to introduce an Administrative Reforms Unit in 
each department which will monitor staffing patterns, 
prescribe procedures, lopate surpluses and divert the same 
where they arc needed. 

(Para 23) 

(v) Certain growth of staff is unavoidable for the functional 
efficiency of any Department. It is also not easy to pres¬ 
cribe a detailed procedure of universal application for the 
control of.the growth of staff in all Departments. NVe, 
therefore, recommend that a macro ceiling should be 
prescribed for the rate of growth per annum. This can be 
worked out for different Ministries on the basis of the 
trend rate of growth in similar Ministries. Macro ceiling 
should be fixed at a level below the actual average rate of 
growth for a period o f years. Within this macro ceiling 
the administrative Ministries should be free to exercise 
their discretion ^either to restructure the startling patterns 
or in creating additional posts. This will introduce an in¬ 
ternal discipline by which individual Departments will be 
made accountable for ensuring optimal utilisation of avail¬ 
able staffing potential. This will obviate the necessity of 
micro control by the Ministry of Finance and at the 
same time will introduce a certain immediate economy in 
expenditure in staffing. 

(Para 25) 

(vi) Tn certain special areas \vher° schemes are envisaged for a 
limited period or to be ultimately transferred to State 
Government or a Commercial Corporation, a “nm-set” 
pattern of staffing could be adopted. As these schemes in 
departments like Agriculture cal) for a high level of techni¬ 
cal skill, the rules of recruitment, conditions of service, 
structuring of the orennis itionai pattern should all be 
tailored to attract the sk;!'! which is essentia! for putting 
into operation anv time bound programme of development. 
Once the scheme is developed or after the gestation period 
it is transferred to the State Government, it should be 
possible for the Government to dispense with staff so 
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recruited. Such a “sun-seC pattern is existing at higher 
levels in the Government of India in certain departments. 
It will be possible to bring it down to the middle and lower 
levels. This type of staffing can be adopted for (a) 
schemes which are likely to end at a particular point of 
fime (b) projects which are expected to be completed 
within a time-frame; and (c) for jobs in regular depart¬ 
ments where services of highly technical personnel are 
required for a definite period. 

(Para 26) 


B -Central Excise Department 

(vii) The substantial changes that have taken place in the 
law and procedures governing the Central Excise levy 
over the years 1972—81 is not reflected in any corres¬ 
ponding change in the structure of the organisation, staff¬ 
ing patterns, the strength and the development 
staff, with the result low productivity per worker on ac¬ 
count of lack of knowledge and expertise has increased 
the requirement of the number of men to handle a single 
job. In the Central Excise Department, deployment is 
closely related to procedures which are complicated and 
complex. We have, therefore, in general approached the 
problem of staffing patterns by looking into how best the 
excise levy and collection system can be modified and the 
departmental structure recast to ensure optimal utilisa¬ 
tion of staff. 

(viii) While the Jha Committee (1978) had recommended that 
concession should be- given to small producers on Value 
Slab basis, the assessees are still to go through the detailed 
licensing procedures and checks relating to physical con¬ 
trol. To obviate this, small firms employing plant and 
equipment of the value prescribed for small scale industries 
the assessee may pay tax on self-assessment basis at con¬ 
cessional rates. In other words, the same treatment should 
be given to them that is permissible to small scale in¬ 
dustries under item 68 of the Tariff Schedule. This will 
result in considerable reduction of staff. 

(Paras 30—34) 

(ix) At the time of Venkatappiah Committee Report (1973) 
it was envisaged that Account Based Control procedure 
would cover 50% of the excise revenues, the Production 
Based Control procedure 33-113_% and the 
rest namely Clearance Based Control com¬ 
pounded levy etc. 16-2 ! 3% of the revenues. Ac¬ 

cording to the latest fiscal statistics Record Based Control 
covering 34 commodities account for 35% of the revenues 
5 commodities under the Clearance Based Control account 
for 3% of the revenues. The balance 62% is covered by 
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the Production Based control. The taxation sys¬ 
tem is, therefore, heavily weighted on collections under 
the Production Based. Therefore, the number of operative 
staff required for Production Based Control is more than 
Record Based Control. The Clearance Based control 
though yielding lesser revenue actually engages com¬ 
paratively larger number of staff. 

(Paras 37-38) 

(x) There are only 3 confaiodities in the whole of India 
which are ccwered by the Clearance Based Control pro¬ 
cedure name*' (a) Khandsari sugar, (b) bidi, snuff and 
chewing tobacco and (c) matches. 16,000 factories pro¬ 
duce these products spread all over India. There is a sys¬ 
tem of compounded levy existing for Khandsari sugar 
This should be extended to other 2 commodities as well. 
In matches Wimco is the only factory which falls in the 
organised sector. Therefore, this should be brought under 
Production Based Control while the rest of the industry 
should be brought under a compounded levy system on 
the basis of average duty paid for the past 3 years. 

(Para 40) 

(xi) Coming to the Record Based Control there are 34 com¬ 

modities. Out of this 9 commodities accounting for more 
than 1500 crores belong to petroleum products. 7 com¬ 
modities cover the met&l group namely iron and steel, 
copper, zinc etc. Two commodities fall within the cate¬ 
gory of motor-vehicles. Cement and fertilizers constitute 
other two important commodities. These items are manu¬ 
factured by well established industrial undertakings most¬ 
ly public sector with an elaborate internal control and 
inter-check documentation. The Central Excise functio¬ 
naries who visit these factories have no expertise or tech¬ 
nical orientation to check either th^documents or . the 
processes or to have meaningful discussions. They at best 
reproduce the computerised records. The Working Group 
would recommend that it would be administratively con¬ 
venient and economical to treat the documents maintain¬ 
ed by these industries as the basis for Central Excise 
purposes. As these accounts are subjected to internal 
audit, statutory audit and the final audit bv the C &AG of 
India, they have l lie necessary authenticity for revenue 
collection purposes. 

(Para 42) 

(xii) The large chunk of Production Based Control calls for 
an understanding of growth behaviour of industries in this 
country. The Central Excise organisational structure is 
more akin to the land raffcnue and police structure for 
historical reasons. 70 to SO per cent of the industries are 
located in or around 10 to 12 major cities. It is, there- 



76 


fore, necessary to classify the industries in this agglome¬ 
rates and restructure the organisation of the Collectorate 
on a functional basis to deal with each industry and the 
manufacturing processes involved therein. This will en¬ 
hance the operational efficiency of the Department and 
over a period of time introduce a uniformity in Central 
Excise collection procedures and appeals. 1 he assessees 
will also stand to benefit as he will know exactly where 
he stands with regard to assessment, litigation will also 
considerably scale dow^i. 

(xiii) Once the organisation is restructured, a two tier line of 
control—one to check the nroduction on the basis of 
technical processes and second to tally the same with the 
accounts maintained can be introduced. 

(xiv) Wc recommend an indepth study intp this aspect of res¬ 
tructuring the Department. 

(Paras 43—48) 

(>:v) Gold control is not a revenue function. Much of. the staff 
is diverted to this. This function should be taken away 
from the hands of the Central Excise authority. 

(Para 50) 

(xvi) Hand in hand with the procedural reforms the training 
and recruitment has to be strengthened. At present train¬ 
ing is largely manualish. The training programmes are 
defective and there is no provision for in-service training. 
Personnel employed in RBC industries have not been 
trained in commercial accounting. Direct recruitment 
should be encouraged in Group 'B' and Group ‘C stafT. 

(Para 51-52) 

(xvii) There is no system for compiling excise statistics centrally 
Statistical processing should be streamlined and a Cen¬ 
tral Cell shotdd be formed which should be linked with 
a statistical unit in each Collectorate. The flow of informa¬ 
tion should be uni-directional and automatic and self- 
contained. 

(xviii) Except in regard to exemption of payment of duty, 
there should be no occasion for demanding a bond in 
the present day context of a factory owner having to ful¬ 
fil several statutory requirements. Even the Jha Com¬ 
mittee recommended streamlining of the provisions 
relating to Bonds. 

(Paras 53—55) 

PART IV 

CONTROL MECHANISM 

(six) The Administrative Refo-nts Wing of the Department of 
Personnel & Administrative Reforms, the Staff Inspection 
Unit in the Department of Expenditure and the Intfrnal 
Work Study Units in various Ministries are the three 
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agencies in the Government of India who are responsible 
for effecting reforms in administration and for securing 
economy in expenditure on staff. (Para 60} 


(xx) Ihe approach to administrative reforms and control of 
growth of staff has continued to be tentative with the 
result that there is considerable overlap between the Ad¬ 
ministrative Reforms Wing, the S1U and the TWSUs. 
Even though the functions of the Administrative Re¬ 
forms and the S1U have been demarcated, it has to be 
recognised that they are inter-related and complementary 
and no clear divid'ng line can be drawn where the one 
ends and the other begins. For example, the method 
studies conducted by the A R Wing which mostly relate 
to procedures and methods of work would in many cases 
call for work-measurement studies for assessing the staff 
requirement to implement the revised procedure. Simi¬ 
larly, no work-measurement can be done to the total 
exclusion of the procedures in vogue. 7 heiefore, if 
comprehensive studies are to be undertaken, there is a. 
need to involve both organisations. 


(xxi) A recommendation for integrating these functions and 
corresponding organ; ition was made by the Estimates 
Committee of the Lok Sabha as early as 1959. How¬ 
ever, the ARC did not make any specific recommenda¬ 
tion in this regard with the result the two organisations 
continue to function ds separate entities under the sepa¬ 
rate Ministries. Similary there, is a large commonality 
of functions and techniques between the JWSUs and SIU. 

(Paras 68—691 


(xxii) The failure of the contra! mechanisms is due to certain 
basis short-comings in the present system. The mecha¬ 
nism of control is external to the system. The very 
dimension of the organisational structure of the Govern¬ 
ment of India renders such external mechanisms ineffec¬ 
tive and incompetent. 7here is a lack ol sysiem pers¬ 
pective, expertise urd effectiveness. At the macro revel 
the Administrate .Reforms Wing djes not posses the 
necessary authority vis a-vis the administrative Minis- 
tries|Departments. Tlvrc* is no coordination between the 
functioning of the. 3 agencies. Therefoie, the first step 
towards any reform in this area will be to internalisese 
and strengthen substantially the control mechanism within 
the respective MinistriesjDepartnients. The necessity for 
such internalisations has been stressed time and again by 
the Estimates Com vnttccr, the Admhvstrativc Reforms 
Commission and various other Study Groups. The 
3 PPG&P/86—11 
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Plowden Committee on Contiol cf Expenditure in U.K. 
has also underscored this point by stating that the pri¬ 
mary responsibility for management efficiency in each 
department must rest with the department. 

(Paras 69.3) 

(xxiii) Internalisation will mean on the one hand the abolition 
of the Stag Inspection Unit and the creation of Adminis¬ 
trative Reforms Units through re-organisation and 
strengthening of Internal Work Study Units in each 
Ministry|Department. On the other hand this will mean 
a greater latitude to the administartive Ministriss Depart- 
ments in the matter of sanction of new posts and re¬ 
deployment of their existing stag within the parameters 
of the approved policies, budgetary limits and ceiling 
rates of growth. (Para 70) 

(xxiv) The growth of stag on the plan side as well as on the 
non-plan side should be subjected to the same control 
and work measurement. (Para 72) 

(xxv) The Administartive Reforms Unit should, in addition to 
the exisdng tasks of IWSUs, take over the task of S1U 
for conducting work measurement studies, fixing of norms 
and procedures etc. To strengthen the administrative 
reforms unit, a common cadre to include at least 50 per 
cent strength of these units should be created. The cadre 
controlling authority shall be the Administrative Reforms 
Wing of the Government of India who will programme 
their training and equip them with necessary expertise. 

(Para 74) 

(xxvi) At the marco level, checks should be exercised only by 
the AR Wing of the Government of India. Its function 
should, apart from the existing consultancy work done 
by them, include policy guidance to the Administartive 
Reform Units in each MinistryIDepartment, coordination 
of their work and control of the cadre etc. Parameters 
and ceiling rates of growth will be laid down by A.R. 
Wing from time to time. 

(xxvii) Within a period of two years, this Wing should carry out 
review of all the Ministries|Departments under the Gov¬ 
ernment. Periodical reviews can follow subsequently at 
suitable intervals. (Para 76) 

(xxviii) The Administrative Reforms Wing of the-Government of 
India will have to be part of the Cabinet Secretariat to 
give them the necessary authority. It should report to the 
Committee of Secretaries and the action taken on their 
recommendations should be placed before the Cabinet. 

(Para 77) 



PART II 

MINISTRY OF AGRICULTURE 


Introduction 

13. The Constitution places agriculture in the State List, the 
responsibility for agricultural development devolving essentially on 
the State Governments. The State Governments have during the 
course of time developed the necessary machinery and the infra¬ 
structure to enable than to discharge these responsibilities. 

13A. While the primary responsibility for development of agri¬ 
cultural development with a view to optimising agricultural produc- 
p!ay an important role of directing and coordinating overall agri¬ 
cultural development with a view to optimising agricultural produc¬ 
tion and its distribution in the country as a whole. The Centre has to 
take upon itself, in this field, the work essentially of an all-India 
character, the working involving inter-State interaction, planning and 
coordination in the country as a whole and finally the leadership 
and guidance functions. The Centre’s role in assisting States in 
matters like provision of necessary inputs, physical and financial, 
and in providing institutional and administrative support by way of 
research and investigation, dissemination of information is also 
important. 

Role and Functions 

14. The Annual Administration Reports of the Department 
describe the role and functions of the Department as follows :— 

“The Department of Agriculture and Cooperation is res¬ 
ponsible for the formulation of national policies and 
programmes relating to agriculture and allied activities, 
such as dairy, animal husbandry, forestry, fisheries etc. 
The Department aims at devising and implementing 
programmes to being science and technology closer to the 
farmer to enable him to meet his needs and achieving 
growth with social justice Accordingly, the Department is 
responsible for taking necessary action to ensure timely 
and adequate supply of imputs e.g. fertilisers, seeds, 
pesticides, agricultural implements and institutional credit, 
for agricultural requirements. In all the programmes 
emphasis has been laid on the upliftment of the weaker 
sections of rural population, particularly, the small and 
marginal farmers and agricultural labour. With a view 
to giving the fanners adequate return on agricultural 
produce, qnd at the same time, tc safeguard the interests 
of consumers, the Department fixes and announces 
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procurement support prices for various important agri¬ 
cultural commodities. It also formulates and implements 
programmes relating to agricultural credit, crop insurance, 
cattle insurance, and import and export of agricultural 
commodities. The Department is also responsible for 
the overall cooperative policy, in the country and all 
matters relating to national cooperative organisations, 
cooperative training ;>nd education. The Department 
participates in international organisations and promote 
bilateral cooperation in agriculture and allied field. 

The Department conducts agricultural census which 
bring out the structure of agricultural holdings and their 
main characterises on and application of inputs. It is 
also responsible for advising and assisting the State 
Governments in undertaking relief measures in areas 
facing acute scarcity conditions due to natural calamities 
such as drought, floods, cyclones, etc.” 

Organizational Structure 

15. The organisational structure of the Department of Agriculture 
and Cooperation comprises apart from the main Ministry, 26 
functional divisions and 2 cells. Besides the Department has 3 
Attached offices, 70 subordinate offices, 4 public sector undertakings, 
4 autonomous organisations and 19 National l&vel Cooperative 
Federations. 

Staffing Pattern 

16. The staffing pattern depends on the subject matter and 
divisions in the Department like Crops, Horticulture, Forestry, 
Animal Husbandry etc. are headed by Technical Officers of the 
status of Joint Secretary|Additional Secretary (in the case of Forestry 
Division) and are assisted by qualified technical officerslstaff at the 
lower and middle management levels. The other divisions viz., 
Fisheries, Credit, Cooperation. Dairy Development, Fertilizer and 
Manure Seeds and Farms, Agricultural implements & Machinery 
etc. though headed by Joint Secretaries, are provided with technical 
staff of the respective disciplines at the sectional and the middle 
level. Each Division has also been provided with necessary secre¬ 
tariat staff at the sectional and the middle management level to 
render administrative and financial support to the technical officers! 
heads of the Divisions. 

17. The data necessary for examining staffing patterns and 
growth of staff are not centrally available with the Ministry of 
Agriculture. They could only Drovide certain data regarding the 
Secretariat formation at Delhi. ’ For subordinate offices, they had 
no information. The Working Group experienced considerable diffi¬ 
culty due to the non-availabilitv of the data regarding the growth of 
staff, their classification, distribution between technical and non¬ 
technical areas, the level of authority etc. from the Ministry of 
Agriculture. We have, therefore, to base our studies on the basis 
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of data furnished by the D.G.E.&T. Department of Expenditure and 
mainly on the basis of Demands for Grants. The non-availability 
of self-contained data centrally is one of the main weaknesses in our 
system. This applies not oniy to the Department of Agriculture 
but to other governmental organisations as' well. Due to lack of 
readily available data, the respective Departments are at no lime 
in it position to exercise effective control. Optimal utilisation of 
staff is also not possible due to lack of this data. 


The trend rate of growth 

18. The trend rate of growth in the number of employees in the 
Department of Agriculture is given in Annexure I The annual 
rate of growth for both officers and stalf comes to 5.4 per cent 
and it is high compared to the annual rate ol growth of 2.80 per 
cent for the Government of India (civil departments) as a whole. 
The trend rate of growth for certain selected developmental Ministries 
as shown in Annexure III reveals that while the average trend in the 
rate of growth in these MinistriesiDepartments is 2.27, the Depart¬ 
ment of Agriculture trend rate of growth is higher than the 
average. The rate of growth is not even but varies from year to 
year and, sometimes is erratic 

19. The Department of Agriculture has four sectors namely 
Agriculture, Fisheries, Animal Husbandry and Forest. While the 
rate of growth in the sectors of Agriculture and Fisheries has 
remained comparable with the tr;nd growth rate for other Depart¬ 
ments and the Government of India as a whole, the Animal Husbandry 
and Forest sectors show a very high percentage—Annual Husbandry 
as high as 30.18 per cent and Forest 9.44 per cent (Annexure X). 
Further analysis of the Animal Husbandry sector reveals that the 
high percentage growth of staff is on account of the Delhi Milk 
Scheme which is being run by the Minist r v of Agriculture. (The 
DMS has been reflected in the Demands for Grants only from the 
year 1975). The trend growih rat; without DMS will be around 
3.6 per cent. 

Certain Findings 

20. The distribution of staff technical and non-technical, in 
the Department of Agriculture at the headquarters as on 1-1-1983 
is placed at Annexure II. There is no discernible pattern in 
distribution of posts between adninisUative and technical categories 
and each Wing has its own pattern . Overall, 30.7 per cent are 
technical and 61.3 per cent are non-technicnl employees. While 
on the technical side the -staffing pattern is officer oriented, on the 
administrative side it is the reverse. 

20.1 As a result of a deeidon taken by the National Develop¬ 
ment Council in February. 1979 a number of Centrally sponsored 
schemes were to be transferred to the States beginning with the 
annual plan 1979-80. Under the Agriculture and allied sectors, of 
the 88 Centrally sponsored schemes about 50 schemes placed in 
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Category III were passed on to States alongwith funds made 
available by the Centre for the-.e schemes. With the transfer of 
these schemes, 127 posts were rendered surplus, out of which only 
32 posts were surrendered. These too were surrendered because 
ihcy were lying vacant and could, therefore, easily be surrendered. 
The rest were adjusted within the Department of Agriculture over 
a period of two years. This adjustment was carried out by creation 
of additional posts under other heads. Such a situation is perhaps, 
unavoidable under the existing stalling pattern and personnel 
policies. The appointments are, as a .rule, made on a regular 
basis and the nexus between the expected life of the schemes and the 
pattern of staffing is not closely determined. The ad-hoc adjustment of 
he staff found surplus at a particular time distorts the oflicers-staff 
ratio. It is seen in the Department of Agriculture that the number 
of staff per officer has been showing an increasing trend over the 
period of years. 

20.2 The Deparment of Agriculture ranks No. 12 according 
to the expenditure incurred on pay and allowances by Central 
Ministries and Departments numbering 43. If we remove from the 
list the Ministry of Home Affair; Department of Revenue and 
Audit and Accounts Department, it ranks No. 8. Among the 
developmental Ministries, it ranks No. 1 in the matter of expendi¬ 
ture incurred on pay and allowances. In this context it is necessary 
to give some thought to the nature of functions and activities 
undertaken by the Ministry of Agriculture. We are of the view 
that the examination of the staffing patterns of the Ministry will 
be incomplete without looking into this aspect. 

20.3 The Department has been taking up commercial functions 
such as running of the Delhi Milk. Scheme, import of fertilizers etc. 
These commercial functions could be appropriately left to Corpora¬ 
tions which have a commercial orientation instead of being run by 
a Governmental Department. A Corporation can ensure cost 
effectiveness better than a Government Department. 

The Expert Committee appointed to review the working of the 
Delhi Milk Scheme in 1964 recommended that it may be converted 
into a Company. A Bill was introduced in 1970 as well as in 
1976 but because of the dissolution of the House, considerinc the 
Bill remained inconclusive. Thsi P.A C. in their Report in 1977-78 
(46th Report Delhi Milk Scheme) has teiterated necessity for 
converting the Delhi Milk Scheme into statutory Corporation as 
a measure of economy in expenditure. 

20.4 There is considerable overlap between the functions of the 
Department of Agriculture at the Centre and Department of Agri¬ 
culture in the State Government-; The State Governments have 
over successive plan periods built in the necessary infrastructure 
for effectively handling many of the functions. The Centre’s effort, 
therefore, should be confined to supplementing the States effort 
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in these areas than substituting them. In this context the Working 
Group endorses the observations of the ARC “.. the role of the 
Central agencies have expanded greatly and although they have 
not acquired hierarchical supremacy over States, they have tended 
to assume functions overstripping their legitimate jurisdiction”. 

20.5 A High Powered Committee under Shri H. N. Ray which 
went into the issues of overlap in depth at the instance of the Com¬ 
mission of Public Expenditure in 1979 has recommended that the 
Centre can play its role effectively by confining its activities to the 
following areas :— 

(a) Formulation of the National Plan, laying down policy 

framework and allocation of priorities in consultation with 
the States'. Central initiative is necessary to forge a 
national consensus and broad pattern of development; 

(b) Providing guidelines, initiative and leadership to the States 
and other agencies responsible for the administration of 
programmes, the Central initiative and enterpreneurship 
may cover a wide range of activities and various aspects 
of development including technical and financial assist¬ 
ance. 

(c) Serving as a clearing house of information from one 
State to another based on comprehensive and objective 
appreciation of important issues and problems; 

(d) Undertaking research at national level and participa¬ 
tion and initiative for the development of an integrated 
national research system; 

(e) Undertaking training programmes of a foundational nature 
such as training of planners, administrators in the formu¬ 
lation and implementation of programmes; 

(f) Evaluation of programmes with the objective of checking 

progress, identifying bottlenecks, taking remedial measures 
through adjustments according to local conditions; 

(g) Coordinating functions at the inter-state and at national 

level that can be handled effectively at the Central level; 

(h) Providing for a meeting ground for state representatives 
for exchange of ideas and for evolving guidelines. 

(i) Systematic and timely identification of regional and group 

disparities latent in the growth process and taking measures 
towards removal of such disparities through modification 
in the national strategy of development. 

20.6 Keeping in view the role of the Centre as defined above, the 
following criteria for participation of the Central Ministries'bepart- 



84 


meats in the schemes in fhe State sector, is suggested by the High 
powered Committee for consideration : 

(i) the schemes of inter-state or indivisible nature, projects of 

regional character or of all-India significance; 

(ii) schemes involving high infrastructure costs and requiring 

lumsum provisions; 

(iii) new schemes especially those of innovative nature which 
the States may consider risky or where state’s develop¬ 
ment efforts are likely to be inadequate; 

<.iv) projects which cannot be undertaken by the states due to 
paucity of technical, financial institutional and administ¬ 
rative resources; 

(v) socially desirable schemes such as schemes of development 

in priority areas (economically backward areas) for the 
benefit of designated groups (weaker sections of the society); 

(vi) high priority schemes whose incidence is uneven • as bet¬ 

ween states; 

(vii) schemes of high national priority which require adequate 

funding and which are likely to suffer due to scarcity of 
state resources or because of inadequate appreciation of 
their priority; 

(viii) the. schemes relating to demonstration, pilot projects, sur- 
\ey, research and training; 

(ix) schemes relating to quality control, regulatory activities in 
respect of certain inputs and commodities; 

<x) schemes relating to supply of key inputs, including imports, 
and other requisites of production including technical 
assistance and credit; 

(xi) location of specific schemes (such as schemes of area deve-- 

lopment and disease control) which have to be implement¬ 
ed by the states in accordance with the Sixth Plan; 

(xii) schemes relating to Area Development (such as SFDA, 
MFAL, CADA and DPAP now combined into Integ¬ 
rated Rural Development Programme) and Revised Mini¬ 
mum Needs Programme (RMNP) which play a very vital 
part in the strategy of the Sixth Plan in its fight against 
unemployment a_nd poverty. 

21. The recommendations of the High Powered Comrrtit'ee have 
certain relevance to economy in expenditure in the overall context of 
Centre-State relations. The Working Group, therefore, wishes to 
bring the recommendations on record for consideration of the Com¬ 
mission. 
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Recommendations 

22. Under the existing procedures, it is far simpler to create staff 
on the Plan side than on the Non-plan side. There is ban on the 
creation ot posts on non-Plan side and this ban can be relaxed only 
with the approval of the Cabinet. Further, matching savings are 
required to meet the additional expenditure in such cases. However, 
in the case of posts on Plan side, there is no ban but concurrence 
of the Finance Minister for the creation of Group ‘A’ posts and of 
Secretary (Expenditure) for other posts is required; no matching 
savings are called for or can perhaps be provided though the feasi¬ 
bility of non-Plan savings could exist this is not one of the factors 
taken into consideration generally. In a Ministry like Agriculture a 
major functional area conies under Plan expenditure, the staff compo¬ 
nent of the same has a tendency to grow without taking a macro view 
of the organisation’as a whole and without any attempts to utilise sur¬ 
pluses that may be identified. While at the operational level for new 
schemes and strengthening of existing schemes as per Plan priorities, 
there may be some justification for increase in Staff we do not see any 
reason for keeping the distinction between the plan and non-plan as 
far as staff component is concerned at the headquarters organisation. 
To begin with, therefore, the distinction between Plan and non-Plan 
schemes so far as they relate to the staff component should be remov¬ 
ed at the headquarters organisations and the staff components on the 
Plan side including in this expansion not only the Secretariat but also 
the Heads of the Departments, and may. be also, their Zonal)regional 
sub division as distinct from the purely executive staff at the Field 
level should be subjected to the same kind of scrutiny. Actually there 
may not even be a necessity to increase staff in the Ministry and the 
first level of the Heads of Departments to deal with new plan schemes, 
under an integrated approach. 

23. At present there is no mechanism available to a comprehensive 
view of the staff structures and their proper utilisation. Therefore, 
at any point of time it is not possible for the Ministry|Department to 
locate available staff and utilise the same to meet new and additional 
requirements. The Internal Financial Advisers are handicapped it 
seems, for lack of centrally available data but they ought to get these 
going on. While the departmental head could recommend creation of 
additional staff he has no power to transfer staff within the various 
sectors, or from one schemejproject office to another. With the in¬ 
troduction of integrated financ : al system and the departmentalisation 
of accounts it was envsaged that the overall functioning of the minist¬ 
ries would be improved through better financial management. The 
IFAs would need to give attention not merely to financial control, but 
would have to move towards matters such as identifying areas where 
economy can be effected, monitoring projects, evaluating prog opti¬ 
mising utilisation of man-power and generally eliminating waste and 
extravaqance. Further, it was decided management accounting system 
would be introduced with MIS built into it and that the IFAs would 
take .up this work as part of new charter of responsibilities. This ab- 
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jcctive has however, not been achieved. I here is, therefore, lack of 
flexibility in dealing with staffing patters to enable the needs to 
divert surpluses to areas need. We have dealt with this problem 
in detail under the ‘control mechanism’ available in the Govt, of India, 
lo remedy this defect and to introduce the necessary flexibility it is 
necessary to build into the organisation a mechanism which will dis¬ 
charge duties of an Administrative Reforms unit as well as Start 
Control Unit. This unit will constantly monitor staffing patterns in an 
organisation, prescribe procedures and locate surpluses to be diverted 
to where the staff is actually needed. 

24. Additional start is created for strengthening existing schemes 
and for taking up new schemes but optimal use of available potential 
is never made with the result at any point of time surpluses can be 
located in tnc organisation. It is essential for an administrative reform 
unit to be built into the organisat on to ensure the optimal use of 
available potentian. This also calls for a central system for collection, 
storing and processing of data on the staffing pattern of the attached 
and subordinate offices. If the statistics are maintained up-to-date it 
will be easier to determine the necessity for additional staff as and 
when new projects or additional functions are taken up. 

25. Under these circumstances the Working Group is of the opinion 
that there is a need for macro checks. Analysis of some of the 
growth patterns for Mimstries with a developmental orientation is 
placed in Annexure III. Th ; s growth should enable the Government 
of India to fix a ceiling on the rate of growth significantly below the 
actual average rate of growth for similar Ministries,Departments. For 
the Government of India as a whole the rate of growth is about 2.8 
per cent per annum. Once this macro ceiling is prescribed, the ad¬ 
ministrative Ministries should be free to exercise their discreiion either 
to restructure their staffing patterns or in creating additional posts. 
The macro ceiling will introduce an internal discipline by which the 
individual departments will be accountable fo( ensuring opt'mal utili¬ 
sation of a\aTable staff potential. This will obviate the necessity for 
a micro control by the Ministry of Finance. Prescribing such a 
macro ceiling limit will automatically introduce a certain minimum 
economy in expenditure on staffing. At the same time it prov ; des the 
respective departments and the Ministries with adquate flexibility to 
utilise the surplus potential avadable within the orgamsation and 
diverting staff where it is needed. This macro ceiling should be re¬ 
viewed period'cally at prescribed intervals. 

26. In a Department I ke Agriculture wh ; ch has a role to play as 
innovator, guide and coordinator in functional areas where the primary 
responsibility is that of the State Governments, there is scope for in¬ 
troducing a separate staffing pattern. There are a number of schemes 
which have ultimately to be transferred to State Governments after a 
particular stage of development. Creating permanent staff for these 
functional areas ultimately creates problems of adjustment of redun¬ 
dant staff once the schcmes|projects are transferred to the State Govern- 



87 


ments. These functional areas demanded a higher level of technical 
skills. The rules of recruitment, conditions of service, scales of pay, 
structuring of the organisational pattern should all be tailored to attract 
this skill which can be used for the period of development and gesta¬ 
tion. Once the scheme is developed, it should be possible for the 
Government to disband the staff. Such a “sun-set” pattern of staffing 
will be more suited to Departments of this nature. Such a pattern does 
exist even today in pockets of the Government of India at higher 
levels in the Ministry of Law, Department of Technology etc. This 
pattern should be brought down to the middle and lower levels. 

In the Department of Agriculture it is possible to have a ‘sun-set’ 
pattern of staffing in the areas of Agriculture extension and in many 
areas of da ; ry development and ammal husbandry. Similar areas can 
be identified in Fisheries and Forestry. This pattern of staffing could 
generally be adopted for 3 types of schemes :— 

fa) schemes which are likely to end on a particular day; 

(b) projects which are expected to be completed within a time 
frame; & 

fc) for jobs in regular departments where services of highly 
techn’cal personnel arc-required for a definite period 

This could be achieved by making appointments of personnel on 
contract|deputation basis. Such a system already exists in Central 
Water Commiss'on. where 25 per cent of the posjs at the level of 
Deputy DirectorlDirectorlChief Engineer are filled on deputation bas ; s: 
50 per cent of the posts at the level of Members are similarly filled 
and the post of Chairman is open to all el'gible officers (at the Cenlir. 
and in the States). 



PART III 

THE CENTRAL EXCISE DEPARTMENT 


Introduction 

27. The Central Excise Department functioning under the Minis¬ 
try of Finance is under the supervision and control of a statutory 
board namely the Central Board of Excise and Customs constituted 
under the Central Board of Revenue Act. 1963. The Board consists 
of a Chairman and 6 Members who also function as exofficio Addi¬ 
tional Secretaries to the Government of India. The Board functions 
both as a policy making and the directive head of the Department 
and is assisted by 8 Directorates. 

28. In so far as Central Excise revenues are concerned, the Mem¬ 
ber (Central Excise) exercises administrative control over the organi¬ 
sation spread throughout India. The field organisation is structured 
more or less on the lines of the revenue administration of pre-inde¬ 
pendent India with terrritorial jurisdiction assigned to Collectors. As¬ 
sistant Controllers and Superintendents in a manner not different 
from the territorial jurisdiction assigned to the local revenue collec¬ 
ting agency. There are today 25 Collectors with territorial jurisdic¬ 
tion as shown in the annexurc V & VA. The field formation under 
them are also shown in the appropriate columns. 

29. In the. context of the investigation entrusted to the Working 
Group, we limited our study to the growth of the staff strength and 
deployment of the staff to function effectively as a revenue collecting 
agency in the context of the substantial changes that have taken 
place in the law and the procedures governing central excise levy. 
There has been a phenominal growth of staff in the Central Excise 
Department from 33.619 in 1975. to 45,560 in 1982 registering an 
absolute increase of 11,941. The annexure to this gives the break up 
of the staff increase. In this connection the Working Croup note that 
even the Estimates Committee expressed its concern over the increase 
of the staff strength by about 10,000 employees during the period of 
9 years between 1968 to 1977. In paragraph 8.56, ’he Estimates 
Committee of the 6th Lok Sabha observed as follows : — 

“In the absence of any comprehensive study of the staff 
strength and their deployment, the Committee are not 
in a position to judge whether an increase of nearly 
10,000 employees during u period of 9 years (1968—77) 
was justified even though there has been considerable 
expansion in the excise net work. The Committee feel 
that the organisational structure, staff strength and the 
deployment of staff at the headquarters and in the field 
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units responsible for collection of central excise and other 
related matters should be stifdied comprehensively by an 
independent body of experts to be appointed in consulta¬ 
tion with the Department of Administrative Reforms and 
the Staff Inspection Unit of the Ministry of Finance and 
the Central Board of Excise and Customs should review 
the position in the light of their report, fhe Committee 
hope that action in this regard will be initiated without 
delay and progress reported to them.” 

Estimates Committee’s observations 

The Estimates Committee was again constrained to observe in its 
12th Report of the 7th Lok Sabha as follows :— 

“While noting the decision of Government to undertake a 
selective study of important aspects of the Central Excise 
work such as filling and approval of classification and 
price lists, the Committee regret to observe that the 
Ministry have evaded the real issue, viz., the need for a 
comprehensive study of staff strength and their deploy¬ 
ment. In view of an increase of nearly 10,000 employees 
in the excise Deptt. over a period of 9 years, the Com¬ 
mittee feel that it is necessary to undertake a compre¬ 
hensive study of the staff strength, their deployment and 
allied matters by an independent body of experts to be 
appointed in consultation with the Department of Ad¬ 
ministrative Reforms and Staff Inspection Unit of the 
Ministry of Finance. The Committee reiterate their re¬ 
commendation.” 

30. The Working Group observed that the growth of staff had 
no relation at all to the structural and procedural changes introduced 
in the central excise levy over the years 1972—1981. Interestingly, 
when the self-removal procedure was enforced, there was decline in 
the strength of officers from 3511 to 2227 but the moment the SRP 
procedure was modified the trend was suddenly reversed increasing 
the officers strength alone by more than 1,000 in 1981. Though there 
was reduction in the number of officers when the SRP was enforced 
in the case of Group ‘B’ and Group ‘C’ staff, there was no reduction 
at all keeping a large number of people afloat. T he absence o f a pro¬ 
per plan for deployment of staff when a SRP was introduced led to 
this haphazard situation. 

31. The levy of central excise duty is governed by the Central 
Excise and Salt Act. 1944 and the rules framed thereunder. The 
Central Excise Act is remarkable for its shortness since it leaves most 
of the matters relating to levy and collection to be governed by rules 
which lay down elaborate procedures. The rules run So nearly 350 
(nominal number is 234 but effective No. is 350) and in addition the 
number of notifications issued under the Central Excise 3nd Salt 
Act governing the levy of the commodities totally run to thousands. 
The commodities dealt with in the central excise levy cover a wide 
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range from simple items like coffee, lea and matches to most sophisti¬ 
cated electronic gadgets. The descriptions of these aitides for purpose 
of levy are so complex requiring a fairly advanced knowledge of a 
specialised nature in particular fields of manufacture so as to enable 
the central excise staff to identify, classify and value the products 
emerging in the course of production for the purpose of levy of duty. 
The notifications make a further sub-division of the various items and 
prescribe separate conditions for purposes of identification and levy. 
This itself requires a fairly high degree of expertise which unfortuna¬ 
tely the assessing staff in the Central Excise Department do not pos¬ 
sess. In a sense the knowledge so expected of the Centra! Excise staff 
could be more complicated than what an Income-tax officer has to 
know for reading balance sheets, annual reports and other financial 
statements only. This calls for suitable technical training of such per¬ 
sonnel plus competent technical advice at superior levels at different 
operative points. These appear to be lacking today. 

Control Procedures 

32. Deployment of staff is closely related to the procedures adopt¬ 
ed. Complicated, over-lapping and compex procedures would tend to 
absorb a larger number of men than justified, apart from causing 
harassment to licences and increasing their cost of compliance as well 
Control over production and clearance is an important aspect of cen¬ 
tral excise administration since the duty is attached at the point of 
manufacture and collected at the point of clearance. This control pro¬ 
cedure is basically of the following five types :— 

(1) Physical control ; 

(2) Clearance based control with the alterna'ive of a simpli¬ 
fied procedure ; 

(3) Record based control : 

(4) Production based control; and 

(5) Compounded levy scheme. 

Items No. 1 and 2 above namely physical control and clearance based 
control are practicaLly identical except that the term “physical control'’ 
is mentioned in connection with unmanufactured products and some 
manufactured produuct such as Khandsari, Sugar, Matches, Bidi, 
Snuff and Chewing Tobacco. The physical conrol is a most compre¬ 
hensive type of control beginning from the entry of raw materials 
into a factory upto the clearance of the manufactured products 
through gate passess. Under the simplified procedure whic' 1 was in 
force from 1976 and confined to 46 notified commodities small manu¬ 
facturers whose annual value did not exceed Rs 5 lakhs were permit¬ 
ted to compound their monthly duty liability on the basis of their 
clearance during the proceeding three years. They were given a con¬ 
cessional rate of duty of 10 per cent less than that normally applic¬ 
able and arc also aliowed an incentive of incresing their production 
to 20 per cent without payment of any additional du.y liability. A 
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licensee adopting this simplified procedure had to get his monthly 
duty determined by the Department and pay it every month in ad¬ 
vance. 

33. This simplified procedure was a modified version of what was 
recommended by the SRP Committee but it did not find favour with 
the licensees, as it was found by the Indirect Taxation Enquiry (Jha) 
Committee that out of 10637 units working under the simplified pro¬ 
cedure as on 1st January, 1977, 3670 unit prefered to work under 
physical control and 7578 units were not paying any duty being in 
the exempted category. It was also seen that the duly paid on an 
average by a unit working under the simplified scheme was about 
Rs. 1030 per month while that working under the physical control 
was lower working out of Rs. 750 pgr month. Analysing the reasons 
for the poor response to the simplified procedure, the Jha Com¬ 
mittee found that the legal provisions of the simplified procedure were 
not only difficult for the assessees do understand but sometimes too 
complicated for even the assessing officers, and that the three year 
block period for which duty liability is fixed to too long, since it is 
very difficult for the smaller units to forecast the demand. Further 
the inadequate relief to the scheme resulted in an anomalous situa¬ 
tion while the duty liability of some assessees worked out to be 
greater than what they would have normally paid. 

Jha Committee's Recommendations 

34. The Jha Committee, therefore, came to the conclusion that 
if these defects were removed, the simplified procedure would have 
much to commend itself. The Jha Committee favoured giving conces¬ 
sion to small producers on value slab basis. This method has been 
adopted now by giving exemption to the small scale producers for the 
first 5.00 lakhs and giving concession of 25 per cent of the duty 
payable on the next Rs. 20.00 lakhs. Though this takes care of the 
difficulties of the asscssec, the need to go through the licencing pro¬ 
cedures and all the central excise formalities relating ;o phvsical con¬ 
trol remains. The merit of Venketapiah’s Committee recommenda¬ 
tion was that once the person had opted for the simplified procedure, 
the central excise formalities were completely disponsed with. There¬ 
fore, the Government may seriously consider whether tor small firms 
employing plant and equipment of the value prescribed for small 
scale industries, the formalities of central excise may not b: dispens¬ 
ed with by asking them to pay tax on a self-assessment basis at the 
existing concessional rates.. In short, what the Working Group would 
recommend is that the same treatment should be given to them as is 
given to small scale firms, who operate under item-68 of the Tariff 
Schedule. If this is adopted, there will be considerable redualion in 
staff now employed in assessment of these small firms. 

35. Under the Record Based Control, the Central Excise control 
is limited to verifying the records maintained by the a-scssee viz., 
books of accounts, invoices, despatch invoices etc. and are acceded 



92 


fair degree of knowledge of commercial accounting. In the third 
type, the Production based Control, checks are exerciser! by the 
central excise officers at various stages of production to ensure full 
accountal of the goods produced. Assessments and removal of the 
goods is left to the asscssee in the same manner as in record based 
control. 

36. As regards compounded levy, this is -meant for onk the small 
scale decentralised sector and is confined to a few commodities manu¬ 
factured without aid of power like cotton fabrics, embroidery, elec¬ 
tric battery parts and khandsari sugar. Under this scheme, the levy 
is limited to the type of equipment used by the licensee and is deter¬ 
mined with reference to the average production in India per week 
or per month, per each type of equipment employed in the manufac¬ 
ture of product. The duty levied is payable initially for a period 
of two weeks and thereafter weekly or monthly payments being ten¬ 
dered two days in advance of the week or a month. Control of this 
compound levy is minimal and confined only to periodical checks 
of equipment more on the preventive side than on the assessment 
side. 


Certain Findings 

37. When the Venkatappiah Committee submitted its report, the 
Accounts Based Control procedure recommended by it was to cover 
about 50 per cent of the excise revenues collected in 1971-72. Like¬ 
wise, the percentage for Production Based Control procedure would 
cover 33-113 per cent approximately and the simplified procedure 
suggested for small units, composed mainly of the compound levy 
system but including also a measure of Clearance Based Control, 
would account for the remaining 16-2j3 per cent of the 1971-72 
revenues, (unmanufactured tobacco was excluded from its considera¬ 
tion by the Committee itself). As stated earlier, when the Indirect 
Taxation Enquiry (Jha) Committee submitted its report in 1977-78, 
it noted that the small-scale sector had not evinced much interest 
in the simplified procedure brought into force by the Government, 
broadly on the lines recommended by the- Venkatappiah Committee 
(Chapter 12 of its final report of January, 1978 refers). According 
to the latest fiscal statistics, (1981-82) however 34 commodities under 
the Record Based Control system accounted for about 35 per cent 
only of the revenues and ihe 5 commodities under the Physical Con¬ 
trol system brought in only about 3 per cent of the revenue, whereas 
those under Production Based Control accounted for the balance of 
about 62 per cent. E'>en if one were to make allowance for the 
departure triage front the Venkatappiah Committee's approach in 
classifying the units into three groups, from that finally adopted by 
the Central Excise Department, and further if the petroleum items 
and electricity are taken out of the RBC statistics, it is amply clear 
that the taxation system is heavily weighted increasingly on collec¬ 
tions under the PBC system. 
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37.1 Item No. 68 of the Tariff Schedule was introduced in 1975, 
i.e. after the Venkatappiah Committee’s report had been received. 
When the Jha Committee studied the subject, the rate under this 
entry had only been raised from i to 2 per cent. The present posi¬ 
tion is that item 68 commodities attract a rate of 8 per cent and the 
latest Finance Bill proposes to raise it further to 10 per cent. This 
residual entry, so to say, is, therefore, proving to be most important 
central excise item from the fiscal point of view, particularly so, if 
one were to note that petroleum item, electricity, most of the ferti¬ 
lizers and non-ferrous metals are in the public sector. 


38. In the light of the, duties and responsibilities involved in the 
type of controls mentioned above, a larger proportion of operative 
staff will be required for the production based control than that re¬ 
quired for record based control. Similarly a further increase in the 
staff is necessary for factories covered by' the physical control as 
compared to production based control. The two types of control 
which would, if more popular than hitherto require the least number 
of staff are the simplified procedure and the compounded levy. 

An attempt was made to get the number of staff deployed for 
the three types of factories. We have not so far been successful. 
But the number of factories and the revenue involved falling within 
the three categories is given below 

as on RBC Revenue PBC Revenue Rs. in lakhs 



units 


units 


Phyiic.' 1 1 
control 
units 

Revenue 

31-3-80 

9o6 

231958 

21463 

350267 

20736 

18394 

3i-3-81 

969 

218115 

32910 

411952 

22458 

20570 

31-3-82 

969 

257023 

27687 

461132 

16301 

21164 


39. It may be seen from the above statement that the RBC Units 
are less than a thousand but yield an average revenue of about 2500 
crores, whereas the Production based control units'which are the 
largest numbering over 27000 factories yield a revenue of 4600 
crores. The Clearance Based Control which yields only 211 crores 
covers more than 20900 factories in 1980 and 1981 and more than 
16000 factories in 1982. A question naturally arises whether there 
should not be a re-determination of the staff required for CBC units 
which yield only about Rs. 200 crores. However, in the existing set 
up of Central Excise Administration where divisions, ranges ana 
sectors are organised on territorial basis, it is difficult to identify the 
number of persons exclusively employed for clearance based or pro¬ 
duction based factories. The Inspector Tncharge of a sector is nor¬ 
mally required to look into all the factories within his sectoral juris- 
3 PPGiP /86—13 
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diction, some of which may be in the RBC & CBC and many others 
in PBC. 

40. Since CBC by its very nature requires a greater concentra¬ 
tion of staff, we may consider whether some of the CBC units could 
not be de-excised or brought under PBC. From the statistics given 
to us by the Directorate of Statistics and intelligence of the Central 
Boaid, there are only three commodities which are covered by CBC 
in whole of India, namely (a) khandsari sugar, yielding a revenue of 
about Rs. 18 crores, (b) bidi, snuff, and chewing tobacco yielding a 
revenue of about Rs. 30 crores and (c) matches yielding a revenue of 
Rs. 47 crores. The 16000 factories producing these products are 
spread all over India. It is the view of some of the Collectors of 
Central Excise that the labour and personnel employed for these 
units are far too disproportionate to the revenue yield, and that by the 
very nature of the processes involved in producing these Commodities 
in (b) and (c), it is impossible to ascertain whether the revenue is 
being fully assessed and properly collected. Taking matches, the 
department is already having a band roll system and this band roll 
signifies payment. No further check would appear to be necessary 
according to one view. Alternatively the following could be consi¬ 
dered. The organised sector of matches is in the hands of a big multi¬ 
national namely W1MCO and the unorganised sector lies scattered 
in thousands of small factories. While WIMCO can be brought under 
PBC, the other match factories may be brought under a compounding 
system under which the average duly paid for the past three years 
could be determined as the amount payable for the next three years 
with a step up of 10 per cent for each of those subsequent years. If 
this lump-sum payment is made by the factory, the department 
should not bother thereafter, about the production and clearance 
checks. Another suggestion make in this regard is that Potassium 
Chlorate being the main ingredient in matches, levy of duty on Potas-i 
sium Chlorate with a strict control of its movement and distribution 
should enable the Government to free it from the bother of taxing 
matches separately. Whatever extra revenue we now get from matches 
can be obtained by adding to the duty on Potassium Chlorate. 

41. Like-wise for bidis and chewing tobacco, the same formula 
of compounding the duty payable could be alopted. A doubt was 
raised whether such compounding will not be defeated by a change 
of proprietors and obtaining new licences or by shifting the factory. 
We do not think this doubt is justified because under the law any pur¬ 
chaser of a property or business is liable for all duties and taxes of 
the predecessor and excise duty being the firs: charge on articles, en- 
forciability will not be difficult. The” only item now left is khandsari 
sugar. There is already a system.of compounded levy for khandsari 
sugar and it is totally unnecessary to deploy staff for the khandsari 
factories except for occasional preventive checks. 

Record Based Control 

42. The next item that deserves attention is Record Based Con¬ 
trol. 34 commodities are brought in under this system of excise con- 
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trol. Of these, 9 commodities accounting for more than 1500 crores 
belong to petroleum products. Seven commodities fall under the- 
metal group namely iron and steel, copper and copper alloys, zinc and 
zinc alloys. Two commodities fall within the category of motor vehi¬ 
cles. Cement and fertilizers arc two more important commodities. 
These items are manufactured by well established industrial under¬ 
taking with an elaborate internal control and inter-check documenta¬ 
tion. In the case of petroleum products there is only ond licence 
namely the Indian Oil Corporation, which is a public sector under¬ 
taking. In the case of iron and steel products, the top most producer 
is the SAIL, a public sector undertaking and the next one is T1SCO. 
It is a most point whether in these cases, the department should insist 
upon maintenance of separate records with a periodic visit by the 
Central Excise authorities. Our investigation shows that in no Re¬ 
cord Based Control industry, any significant omission has been found 
by the Central Excise Department. This may be for two reasons 
namely (a) the functioners who visits the factory is usually a Superin¬ 
tendent class II or at best the Assistant Collector who cannot have a 
meaningful discussion with the top level management andfor (b) the 
utter lack of expertise and knowledge required to assess the accuracy 
of the production. One of the rules of the Central Excise Depart¬ 
ment is that all the production should be noted in a separate register 
prescribed in the Rules called R.G.l. In a steel factory, with a com- 
pji'orised accounts, weekly documents prepared by the factory for 
its own use weighs about 5 to 6 kgs. Tt appears tu be a frustrating 
exercise to have this document again re-written in R.G.l. merely to 
satisfy the Central Excise Rule. The better thing would be to treat 
the documents maintained by the factory as documents f or central 
excise purposes also. So long as the firm's]company’s statutory au¬ 
ditor certifies that they are the very documents on which it finalised 
the annual report|accounts and balance-sheet for income-tax assess¬ 
ment puiposes as well. Particularly, in the case of Public Sector 
Undertakings, the accounts are audited thrice over, first by the Inter¬ 
nal Audit, secondly by the Statutory Audit and thirdly by the Com¬ 
ptroller and Auditor General of India, and there can be jio question 
of manipulation of accounts to suppress exise duty in the case of 
Public Sector Undertakings. Therefore, in their case, the audited 
accounts should be treated as record for the purpose of central excise 
duty. This will save the department and the public sector under¬ 
takings a good deal of cost in staff and documentation, apart from 
peripheral advantages that flow from streamlining the procedures. 

Production Based Control 

43. This leaves us with a long list of p'roduction based control 
articles. It is here that a fresh look js called for at the structure of 
the organisation. The Central Excise organisational structure today 
is broadly the same as has been designed in 1944 based on geographi¬ 
cal distribution like ranges, sub-divisions, collectorate etc. While 
such an organisational structure perhaps suited to the needs of the 
Central Excise system as. it was conceived for control of salt and 
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tobacco, it has become outdated in the present day context. The 
behavioural pattern of industrial growth in this country has a direct 
relevance to the stalling structure of 'he Excise Department. 

44. An extract of table 2.14 from the Annual Survey of Indust¬ 
ries, 1978-79, the latest available." about the principal characteristics 
by 'size of capital on All-Ind'a basi-, is placed at Annexure XII. It 
has been stated in that report that the so-called 'unspecified' units in 
this table could be those of insignificance, as their gross output was 
very small. Thus it would seem that the total number of units with 
plant and machinery exceeding Rs. 20 lakhs as in 1978-79 may have 
been between 6000 and 7CG0 numbers. On the other hand, the 
same ASI for census sector data compilation said that there were 
about 17,000 factories which were registered under the Factories Act 
and employing more than SO persons, it with electricity and 100, if 
without electricity. A proper appreciation of these figures would be 
very necessary to ensure optimum tax tollection as well. 

4 5 The most important omission in the Central Excise structure 
today is ignoring the shift in the location of-industries that has been 
taking place nearly for the nast decade and a half. Most of the 
industries have during the past 15 years sprung up near urban agglo¬ 
meration because of the availability of infrastructural facilities. There 
is wry much an integral part of urban development policy as well. 
One of the Collector told us (Hyderabad) that nearly 80 per cent 
industries in his Collectorate are located around the capital of the 
State A cursory survey revealed that 70 to 80 per cent of .the indu¬ 
stries throughout India are located in or around about 10 to 12 major 
cities like Madras, Calcutta, Bombay. Kanpur. Ahmedabad. Coimba¬ 
tore. Cochin, Hyderabad, Delhi and Bhopal. In this context Range 
Inspectors and Assistant Collectors in ranges far away from their 
place where the industries .ire concentrated with territorial responsi¬ 
bility appears to be wasteful and ineiTicient. With technological im¬ 
provement in manufacturing processes, efficiency is directly linked with 
professional competence especially in the operative Central Excise 
supervision. 

46. The Working Group, therefore, feels that the industries falling 
within a particular agglomerate should be classified and the structure 
of the Collectorate recast on functional basis to deal with each indu¬ 
stry. This will enable the Collectorate to build ep the necessarv 
operational efficiency to deal with a particular type of industry and 
manufacturing processes. It is not impossible to arrive finally at a 
classification of industries on an AH India basis. While such recasting 
of the structure will enable the Collectorate to deplov the staff more 
effectively and cconornicallv. it will create a uniformity in precedents 
and interpretation of rules and procedures throuehout India as once 
the bnnogeneitv of various industries on an All-India basis is identi¬ 
fied This will help the a-Acssea to know exactly where he stands 
which is at ptesent lackiing, due to differen* interpretations of the 
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same rules and precedures by different Collectors for different indu¬ 
stries. This will reduce the number of litigation pending in courts. 

47. Once the structure is reejst on this basis, a two-tier line of 
control, one to check the production on the basis of technical processes 
involved and the second to counter-check this with the accounts 
maintained. The Department would have developed sufficient exper¬ 
tise for both lines of control. Comparison of results will be easy and 
prompt, laboratory facilities be made available in all these cities. 

48. This would involve a total restructuring of the organisation 
giving up the present pattern of sector, range and division. This 
will cat the cost of supervision. We, therefore, recommend an in- 
depth study into this area which we could not carry out within our 
limited time-frame. 

49. The Venkatappiah Committee was set up with the primary 
objective of reviewing the self-removal procedure that had been 
brought into being on June 1, 1968. The Indirect Taxation Enquiry 
Committee worked on a very much larger canvas. There seems to 
have been no other study done so far of the Central Excise system of 
tax collection until our own Committee went into 
it from the expenditure economy point of view. 
For the reasons g iven above, it seems that a mere thorough 
going study (broadly like the Alexender Committee which 
went into the import policy and procedures in 1977-78) would be 
desirable, so that it does examine the distribution of industrial under¬ 
takings both in the large)medium-scale sectors and the small-scale, 
sectors, their contribution to the output on a close analysis of the 
available Annual Survey of Industries data and other sources and 
evolving suitable measures to prevent leakage of revenues. One of 
the rituals of the Central Excise Department is that all the produc¬ 
tion should be noted in a separate register prescribed in the Rules 
called R.G.I. In a steel factory, with a computerised accounts, week¬ 
ly documents prepared by the factory for its own use weighs about 5 
to 6 kgs. It appear to be a frustrating exercise to have this docu¬ 
ment again re-written in R.G.I. merely to satisfy the Central Excise 
Rule. The better thing would be to treat the documents maintained 
by the factory as documents for central excise purposes also. So long 
as the firm’sfeompany’s statutory auditor certifies that they are the 
very documents on which it finalised the annual report|accounts and 
balance-sheet for income-tax assessment purposes as well. Particu¬ 
lar^, in the case of Public Sector Undertakings, the accounts are 
audited thriceover, first by the Internal Audit, secondly by the Statu¬ 
tory Audit and thirdly by the Comptroller and Auditor General of 
India, and there can be no question of manipulation- of accounts to 
suppress excise fluty in the case of Public Sector Undertakings. There¬ 
fore. in their case, the audited accounts should be treated as record 
for the purpose of central excise duty. This will save the depart¬ 
ment and the public sector undertakings a good deal of cost in staff 
and documentation, apart from peripheral advantages that flow from 
streamlining the procedures. 
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Gold Control 

50. The next fundamental reform would be to take away the gold 
control administration from the Central Excise Department. Where¬ 
ver the Working Group visited, the main complaint of the collectorate 
was that the executive staff are lured by the advantages of getting 
posted for gold control work (less work more publicity ajd addition¬ 
ally remunerative) with the result that one main work of supervision 
and assessments of Central excise has suffered. It may be noted that 
gold control is not a revenue function, it is an enforcement function. 
The Public Accounts Committee went into this question when they 
dealt with the matter concerning B.O.A.C. The recommendation of 
the Committee was that the best way of tackling the problem would 
not be to have his enactment but to nationalise the trade in gold and 
entrust it to the Reserve Bank of India or the State Bank of India. 
In any event, this particular function should be taken away from 
the hands of the Central Excise authorities. 

Recruitment and Training 

51. The next point for consideration is the quality of staff. It is 
admitted by everyone that the staff engaged on central excise check 
had been recruited nearly three decades back and have no technical 
background or training nor are they qualified even to give correct 
interpretation of the law and the rules. They are also at such an 
advanced age that training them for the task is not practicable. 
Further, there is today no direct recruitment of Group B and Group C 
staff with the result the operative structure all of the promotees near¬ 
ing their superannuation is the only one available for enforcement of 
central excise law. It is essential, therefore, to introduce at Group B 
level atlcast dirert recruitment and this should be done by the de¬ 
partment and the men recruited should be from various technical 
disciplines as in the case of customs appraisers. 

52. Connected with recruitment is training. At present, the 
training is mainly bookish and the trainees themselves do not have 
the feel of the field. The training programmes are defective and the 
majority of the official do not have any inservice training. The most 
glaring lapse is absence of any training in commercial accounting, 
when most of the work of the department today depends upon the 
critical scrutiny of the accounts. 

Contribution of Data Collection and Processing 

53. One of the factors which hamper efficiency in the collectorates 
is the number of statistical statements to be sent to the headquarters 
besides collecting enormous data for answering Parh'ament questions 
or Public Accounts Committee queries. Tt was suggested that there 
should be streamlining of this and a separate Statistical Cell should be 
created at each unit of the formation which should feed a central 
Cell at the headquarters and that the flow of information should be 
unidirectional, automatic and self-contained. 
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Builds 

54. Another reforms which will have an effect on staff economy is 
minimising the requirements regarding bonds. 

55. The Jha Committee had recommended streamlining of the 
provisions relating to taking of bonds. They felt that either a single 
bond be devised to cover aU operations or in the alternative, a drastic 
reduction should be made in their number. A consolidation in pur¬ 
suance of the recommendation had been made but the revised bond 
No. B, No. 16 which is the consolidated one is so cumberous and 
complex as to make the remedy worse than the disease. There are 
15 other bonds, the relevance of some of which may be open to 
question. Executing bonds, keeping them in custody, enforcing them 
when default occurs, cancelling them when conditions are fulfilled, all 
take the lime of the staff and increase the demand for staff as well. 
Basically, a bond binds a person executing it to undertake to fulfil 
the condition of a contract or the term of a statute when the exemp¬ 
tion from the statute is given subject to fulfilment of conditions. In 
the matter of central excise, bonds should be insisted upon only where 
an exemption is given subject to fulfilment of certain conditions like 
bringing in raw material for production of industrial goods or for ex¬ 
porting goods without payment of duty. Except in regard to exemp¬ 
tions from payment of dirty, there should be no occasion for demand¬ 
ing a bond, in the present day context of a factory owner having to 
fulfil several statutory requirements of both the Central and tfie State 
Governments before he starts production. 

56. The above procedural reforms would bring down the need 
for keeping up a large force of more than thousands in central excise 
administration. This cupled with adequate training and raising the 
level of supervision and control would bring in greater efficiency re¬ 
sulting in larger revenues. 

57. The following note would be taken in doing so of the views 
expressed by the Chairman of the Central Excise Department before 
the 6th Lok Sabha as under :— 

“1.22—The Chairman Central Board of Excise and Customs, 
during evidence contended that effective excise control 
was exercised only in respect of about 18000 assessees 
only, out of the 1,15,617 factories from where only about 
25 per cent of the revenue is collected. Explaining this, 
the Ministry have stated in a written reply that out of 
1,15,000 units, about 63,000 account for cotton fabrics 
(Powerlooms) which were working under Special Proce¬ 
dure before the 1977 Budget and which, barring a few 
unauthorised units presently enjoy exemption from duty. 
Another 2,700 units are also working under Special Pro¬ 
cedure in respect of other items such as Khandsari, 
battery parts etc. In addition, over 6,000 units are 
covered by Tariff Item No. 68 on which the excise control 
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procedures have been substantially simplified. About 
24,000 units have been benefited by the small scale 
exemption given as a part of the 1978 Budget and a 
sizeable number of such units have gone out of effective 
excise control completely. The above analysis accounts 
for about 96,300 units on which either'there is no central 
excise control or the control is a simplified one. Thus the 
number of points of collection after deducting these 
collection points comes to 18,700”. 

58. Within the limited scope of our examination and the time 
constraints involved, we could only deal with the broader aspects of 
procedural reforms which will have an impact on the staffing patterns 
and their economic deployment.. However, as already indicated a 
number of factors have functional relation to an economic effort in 
the collection of excise duties. Their inter-actions call for a s'udy 
in depth. 

59. 'Ihe Central Excise rules also provide for full decentralisation 
of the authority for granting warehousng licences'to manufacturers 
and others. No data arc centrally available of their numbers or 
purpose of utilisation. As their existence and operation are vital to 
the fiscal authority as much as to the users, this is an area of admi¬ 
nistration where proper guidelines are called for and proper Central 
control exercised—particularly in the case of manufactured articles 
and not. tobacco, coffee, tea, oils, etc. 



PART IV 

CONTROL MECHANISMS 


Introduction 

60. The Administrative Reforms Wing of the Department of 
Personnel & Administrative Reforms, the Staff Inspection Unit in 
the Department of Expenditure and the Internal Work Study Units 
in various Ministries are the three agencies in the Government of 
India who are primarily responsible for effecting reforms in adminis¬ 
tration and for securing economy in expenditure on staff. While 
the Administrative Reforms Wing of the DOP&AR is concerned with 
the broader, qualitative aspects of organisational functioning, the 
Staff Inspection Units deals mainly with the specific, quantitative 
aspects of controlling growth of staff. At the micro-level, the 
Internal Work Study Units is entrusted with the functions of 
administrative reforms and staff re-organisation- as well as the 
scrutiny of proposals for creation of posts. As far as the latter 
task is concerned, the IWSUs are operationally under the control 
of the SIU. 

Creation of posts in the Gjvnmmnet of India 

61. For a clearer understanding of the effectiveness of the 
ro/e played by these agencies, it is essential to know the modali¬ 
ties for creation of posts. Under the Delegation the Financial 
Power Rules, 1978, the Departments of the Ceniral Government, 
Administrators and Heads of Departments have been delegated 
specific powers in relation to creation of permanent, 1 temporary 
posts as indicated in Annextircs VI & VII. The posts to be created 
shall be on the rates of scale of pay approved by the President. 
The powers do not cover upgrading the scales bf pay of existing 
posts nor creation of posts outside the standard scales of pay. 
These powers cannot be Uir'lier delegated 

62. A ban .was imposed on the creation of non-plan posts with 
effect from 6-/-1979 except in the case of entirely new organisa¬ 
tions the need .for which has been specifically accepted, the powers 
mentioned above remain suspended. Cabinet approval is now 
required for creation of additional posts* on the non-plan side 
(Annexure VIII). 

63. However on the Plan side, additional posts can be created 
but with the concurrence of Finance Minister for ‘ Group ‘A’ posts 
and Secretary (Expenditure) for Group ‘B\ ‘C’ & ‘D’ posts. Whereas 
non-plan posts need the Cabinet approval, Plan posts can be 
created with the sanction of the Finance Minister or the Finance 
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Secretary. Iu case of posts on non-Plan side, matching savings 
are to be located, whereas on the Plan side there is no such 
requirement. 

The Administrative Reforms Wing 

64. The Administrative Reforms Wing of the DOP&AR is a 
nodal agency of the Government of India in the field of adminis¬ 
trative reforms. It is responsible for initiating and sustaining efforts 
to improve the administrative efficiency in all branches of the 
government. The Administrative Reforms Wing performs the 
following specific functions : 

— study larger issues affecting the organisation and machi¬ 
nery of the Government as a whole ; 

— conduct systemat,c and planned studies on activities and 
procedures of the departments and the agencies with 
a view of improving procedures, management skils, 
organisational competence, office facilities, etc. 

— lay down proper procedures for disposal of work ; 

— function as a clearing house on suggestions regarding 
simplification of procedures and recurds management 

— conduct admiivsiiativa research on identified problems; 

— impart management education a.;J d'sseminate informa¬ 
tion on administrative practices and modern manage¬ 
ment techniques; and 

— promote and develop management efforts in Govern¬ 
ment. 

Internal Work Study Units 

65. Internal Work Study Units were created in each Ministry| 
Department under instructions of the Ministry of Finance when 
the new arrangements for budgeting and financial control and 
delegation of financial powers to the Ministries Departments were 
introduced in 1968. There are at present 35 Internal Work Study 
Units. These are mainly concerned in assisting the Departments 
in laying down job norms and to scrutinise proposals that are 
referred to it for staff re-organisation or creation of posts. They 
are placed under the Internal Financial Adviser. The S1U has been 
given the additional responsibility of coordinating the work of iWS 
units and also assisting them in training tbeir personnel in the 
field of work measurement. In the field of work measurement 
studies, the IWSUs work under technical guidance and leadership 
of the SIU. Normsjstandards evolved by the IWSUs for jobs 
pertaining to their ministries are subject to review by the Staff 

Selection Unit. In suitable cases, other studies conducted by the 
IWSUs are also subjected to test check by the SIU. 
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Internal Work Study Units—Working of : 

66. The working of the Internal Work Study Units (IWSUs) 
was reviewed by the Committee of Secretaries at its meeting held 
on 3rd November, 1981. The Committee while noting that the 
role played 6y the IWSUs till now had been confined to scrutiny of 
proposals for staff and not much [had been done in regard to 
studies aimed at work improvement, elimination of delays of evolving 
standards of performance and norms of work, felt that these 
functions were essential and that it was necessary for a Cell within 
the organisation to perform them. The Committee recommended 
that the orientation of the IWSUs should be changed and made the 
following recommendations in this connections :— 

(i) The success of IWSUs would depend upon the extent 
to which they are made use of by the Ministries. 
Secretaries of Ministries may make a review of 
their functioning and assign a new charter to 
them with more emphasis on critical exami¬ 
nation of the rationale and methodology of work done 
in the Ministries to increase efficiency and lesson stereo¬ 
type work measurement studies. Assistance of the 
DOP&AR may be taken in drawing up the charter of 
work for the IWSUs and for its staffing. 

(ii) Secretaries may have greater involvement in the assign¬ 
ment of tasks to IWSUs and may also arrange to meet 
personnel periodically. 

(iii) DOP&AR may review the functioning of the IWSUs 
and also render them assistance in special areas of 
study. They may also look into the training aspect of 
IWSU. personnel. 

(iv) The staff posted in the IWSUs should not be subjected 
to frequent transfets. 

Efforts towards better coordination 

67. As more than one organisation was involved in the reform 
effort, to ensure proper coordination of the work especially between 
the Administrative Reforms wing and IWSUs, it was considered 
essential to have institutional framework to evolve consistent poli¬ 
cies and programmes and to oversee and monitor the implementation 
of the recommendations made in the Study Reports, of the AR 
wing and IWSUs. 

67.1 After obtaining the approval of the then existing Com¬ 
mittee of Secretaries on Internal Affairs, a Standing Implementation 
Committee was set up on 7th May, 1974 to ensure effective 
introduction of innovations recommended in the studies conducted 
by the Administrative Reforms' Wing. This Committee held 
in all 7 meetings, the last being on the 16th January, 1978. 
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The main purpose for which this Committee was set up was to 
speed up consideration of ihe study reports through a committee 
process in which the representatives of nodal mimstnes|departments, 
hke Finance, Personnel, etc. would be involved. For 4-112 years 
the Standing Implementation Committee has not naet and this 
mechanism fell into disuse. Moreover, this Committee had a limited 
objective of only speeding ud the decision-making process on the 
recommendations made in the study reports and it was not con¬ 
cerned with other matters, like coordination of the activities ol 
the various agencies involved in adminstrative reforms, drawing up 
policies and programmes and overseeing the implementation of 
these programmes and policies. 


67.2 This question was considered recently and to obviate the 
shortcomings mentioned above, a Co-ordinating Committee. on 
Administrative Reforms has beer, set up vide O.M. No. K. IltJlJl 
2|82-P dated 4-1-1983 with the following functions and composi¬ 
tion :— 


A. Functions 

(i) To advise on formulation of policies and programmes on 
administrative reforms, including economy in staff. 

(ii) To establish coordination between the activities of the 
A. R. Wing, the SIU and the IWSUs. 

(iii) To discuss and approve the annual work programmes of 
the A. R. Wing, the SIU and the IWSUs and to ensure 
that these programmes are consistent with one another 
and there is on overlapping or duplication of efforts. 

(iv) To periodically review and monitor and implementation 
of the approved work programmes of the concerned 
agencies. 

(v) To act as a forum for securing expeditiously decisions on 
recommendations of the A. R. Wing and iWSU involving 
inter-ministry consultations. 

(vi) To consider and advise on measures to be taken for 
effective functioning of the A. R. Wing, the SIU and the 
IWSU e.g. appropriate training of O&M work study 
personnel, staffing, etc. 

B. Composition 

(i) Additional Secretary, (Adm. Reforms) Chairman 

(ii) Joint Secretary (SIU), Ministry of Finance Member 

(iii) Joint Secretary (Personnel Policy) Member 

(iv) Joint Secretary (PEO), Planning Commission Member 

(Representatives of other Ministries|Departments will also be invited 
to the meetings when matters concerning them come up for dis¬ 
cussion). 
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The Staff Inspection Unit 

68. Th© Staff Inspection Unit has emerged as the main mechanism 
for quantitative control of the growth of staff in the Government. 
This was constituted in the year 1964 in its present form. Its main 
objective is to secure economy in staff consistent with administrative 
efficiency by reviewing staff in government establishment through a 
programme of inspections and ad hoc studies. Prior to 1964, the 
Ministry of Finance had Special Re-organisation Unit conducting full 
scale work-studies of various organisations in the Government of India 
and public sector undertakings. In 1964, the SRU was converted into 
SIU. With the setting up of the Department of Administrative Re¬ 
forms in the year 1964, the demarcation of functions between that 
Department and the SIU was made and the role of the SIU was 
confined to securing economy in staff consistent with tho administra¬ 
tive efficiency and evolving performance standards and work norms. 
However, it was clarified that where the SIU in the course of their 
work measurement study came across procedures and methods, their 
revision or modifications seemed patently necessary and were likely 
to lead to economy in staff, they would be free to make suitable 
recommendations in the reports. However, items requiring detailed 
method study were required to be brought to the notice of the Ad¬ 
ministrative Reforms Division for further necessary action. A copy of 
letter No. 1 [3j63-0&M dated 4th May, 1964 demarcating the functions 
oetween the Administrative Reforms Department and the SIU is placed 
at Annexure IX. The functions of the SIU are :— 

(i) Determining the scope and strength of the staff required 
by conducting work studies; 

(ii) Prescribing performance standards and work norms; 

(iii) framing forecast of staff requirement; 

(iv) grading of jobs in terms of their content and responsibili¬ 
ties attached to the posts; and 

(v) analysis of procedures and methods whose revision or 
modification seems patently necessary and is likely to lead 
to - economy in staff. 

S.I.U- Performance 

68A. A statement showing the performance of the SIU from 
1964-65 to 1981-82 is attached as statement I. The statement proves 
the inadequacy of the organisation for the objectives sought to be 
achieved. The SIU has been merely performing the task of applying 
cuts by review of staff in the various organisations and has not done 
much by way of regulating the growth of reshapping the structures 
and procedures, to ensure economy without compromising efficiency. 

The ambit of the SIU is too wide. While the number of employees 
of the Central Government (excluding Railways and Defence) is 
estimated to about 19 lakhs, the SIU could hardly cover 13 to 16 
per cent of the total number of posts till date. 
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(This is after excluding the public sector counterparts to which the 
S.I.U. extended its authority in 1976). One SIU team can exa- 
mine approximately 1300 posts per annum and the whole SIU can 
hardly cover 30,000 posts in any single year. This has to be viewed 
in the context of the annual growth of staff of the Government of 
India which is around 2.8 per cent per annum. The scrutiny of 
the SIU thus cannot even encompass the yearly increment in the 
staff strength within Government. 

The expertise which the SIU can bring to bear upon the work is 
inadequate. The organisation does not consist of experts in the 
Work Study or O&M methods. The unit is staffed by officers|offi¬ 
cials drawn from various departments of the Government. At the 
junior levels which form the cutting edge of the organisation, a short 
training is imparted in the Institute of Secretariat Training and 
Management, Delhi, or National Institute for Training and Industrial 
Engineering, Bombay. 

In actual practice it would be too much to expect the SIU scien¬ 
tific work measurement to acquire expertise in over a very wide 
area of administration. Norms are not easy to identify for each 
organisation to enable work measurement. The Final out-come of 
the SIU’s labours has no direct relevance to either work measure¬ 
ment or norms. Staff reductions are bargained across the table 
and an agreement is reached between the SIU and the organisation. 
Neither economy is achieved nor efficiency ensured. Besides a 
system approach is not adopted by which alone whole structures of 
rapidly growing dimensions can be reformed and made more func¬ 
tional with the same staff. 

The SIU is also expected to prescribe performance standards and 
work norms. Npthing substantial has been done in this area except 
for routine home keeping responsibilities. 

By and large, the SIU undertakes inspection studies of one part 
of the organisation time and again but rarely studies the entire 
structure of the Ministry or the department as a whole. An organi¬ 
sation which is supposed to deal with staffing patterns and structure 
cannot confine its role to modular inspections and prescribe package 
reforms for components of an organisation, without taking into ac¬ 
count totality of the structure. The result is that the SIU can only 
advocate marginal adjustments in stray departments|organisations ins¬ 
pected in isolation, in which truly the IWSUs should be able to 
operate independently in effect. Staff proposals are treated in iso¬ 
lation from structures and procedures and delegated powers. It is 
not surprising that the SIU has acquired a negative image. 

69. The approach to administrative reforms and control of growth 
of staff has continued to be tentative and fitful with the result that 
there is considerable overlap between the Administrative Reforms 
Wing, the SIU and the IWSUs. Even though the functions of the 
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AR Wing and the S1U have been, demarcated, it has to be recognised 
that they are inter-related and complementary and no clear dividing 
line can be drawn where the one ends and the other begins. For 
example, the method studies conducted by the AR Wing which most¬ 
ly relate to procedures and methods of work would in many cases 
call for work-measurement studies for assessing the stafE requirement 
to implement the revised procedures. Similarly no work-measure¬ 
ment study can be done to the total exclusion of the procedures ffl 
vogue. Therefore, if comprehensive studies are to be undertaken, 
there is a need to involve both the organisations. 


The Estimates Committees Observations 

69.1 Such a rerommendation was made by the Estimates Com¬ 
mittee of the Lok Sabha as early as 1959. It observed as under :— 

“It is obvious from a reading of the forgoing paragraphs that 
neither the S.R.U. nor the O&M Division and Units have fulfilled 
even a part of the expectations with which they were started. After 
many years of working both had to be re-organised, and even then 
it cannot be said that they have performed functions commensurate 
with the expenditure incurred on them. Rather, the Committee regret 
to note, considerable time and money have been spent on futile work 
and, as the impression goes, the O&M units have perhaps consider¬ 
ably added to the useless procedures and overburdened the already 
slow system of Secretariat working. The Committee consider that the 
time has come for a thorough review of the functions and the organisa¬ 
tion of both the S.R.U. and the O.& M. Division and the O&M Cells 
in the various Ministries. The Secretary, Department of Expenditure, 
during his evidence agreed with the need for such a review so as to 
assess whether the O&M Organisation was yielding good returns for 
the money spent. He informed the Committee later that the present 
incumbent of the post of Direcor, O&M Division who had recently 
been appointed, would review the present working of the Organisa¬ 
tion and offer his suggestions for improving it. The Committee feel 
that it would be desirable to associate with the Director during his re¬ 
view of the O&M working, one or two Senior Secretaries to Gov¬ 
ernment who had experience of the O&M work in their Ministries. 

The Committee observes that the work of the SRU is but an ex¬ 
tension of the work of the O&M Organisation especially in view of 
the close connection between economy and efficiency. T he Committee 
do not, therefore, consider that there is adequate justification for main¬ 
taining the two organisations as distincts units under two different 
Departments. Since the Cabinet Secretariat has no executive func¬ 
tions to perform, the Committee recommend that the SRU and the 
O&M erganisation-i.e. that O&M Division and the various 
O&M units be combined into a single organisation with a unified con¬ 
trol under the Ministry of Finance as to enable the combined organi¬ 
sations to effect speedily economy consistent with efficiency. 
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The Committee feel that the first task of the Ministry of Finance 
should be to prune this staff effectively so as to reduce it to the 
barest minimum and to evolve a compact single organisation which 
should be a model of efficiency based on considerations of maximum 
of economy. It is only then that such an organisation would be in a 
position to inspire confidence and influence decisions. The Committee 
also recommend that the work-studies carried out by it should be 
published in the annual reports of the Ministries and the economies 
effected as a result thereof indicated clearly in such reports. This 
organisation should endeavour to lay down scales of work for each 
job on scientific and business principles and the staff strengths should 
be based in the light of such conclusions and not on ad hoc or hap¬ 
hazard or conjectural basis. 

The Committee emphasize that the strength and quality of the 
personnel employed in the Division, their methods and procedures 
of work and their achievements should be reviewed from time to time 
so that the instrument for devising and effecting economy in adminis¬ 
trative expenditure does not itself become a source of additional ex¬ 
pense to Government, as has been the case in the past. However, the 
ARC did not make any specific recommendation in this regard; with 
the result the two organisations continue to function as separate enti¬ 
ties under two separate Ministries. 

Changes in the past decade 

69.2 In the past decade the following changes have taken 
place :— 

(i) The Q&M units in various ministriesldepartments have 

been strengthened—once in 1966 and again in 1968— 
and have been renamed as Internal Work Study Units 
with the composite functions of O&M and work measure¬ 
ments. These units should be now in a position to take 
up staffing studies as well as methods studies, wherever 
required ; 

(ii) The power of the ministrics[departments have been sub¬ 

stantially, enhanced with the decentralisation of work re¬ 
lating to budget and financial control. The ministries 
have now more powers in regard to creation of posts etc. 
Simultaneously the status of Financial Adviser has been 
up-graded; he has now been ‘integrated’ with the minis¬ 
try and looks into cases in regard to both delegajed and 
non-deleg&ted powers relating to an administartive 
ministry; and 

(iii) As suggested by the Estimates Committee (5th Lok Sabha) 

in their 98th Report, orders have been issued placing the 
IWSUs under the Financial Adviser. This should improve 
their professional competence and the earlier apprehen¬ 
sions about their not being ‘objective’ in certain studies 



109 


relating to staff assessment necessitating reference to staff 
Inspection Unit for fresh studies, should not subsist any 
longer. 

69.3 The Plowden Committee on Control of Expenditure in U.K. 
while dealing with the importance of management in governmental 
organisations has aptly remarked :— 

“The primary responsibility for management efficiency in each 
department must rest with the Department itself. This 
includes the organisation of the work; the scrutiny of 
new departmental policies to ensure that the staff impli¬ 
cations are fully taken into account when policy is decid¬ 
ed; the detection and removal of deficiencies in manage¬ 
ment; the critical review of the Department’s existing 
activities, particularly those which are static or declin¬ 
ing; and so through the whole gamut of management.** 

(Para 46—“The Importance of Management”) 

69.4 The Administrative Reforms wing has also confirmed this 
principle in stating that the machinery of the Government of India 
is too vast and no Central organisation for administrative reforms can 
cover the entire area. The day-to-day responsibility for keeping internal 
organisation of Ministries[administrative departments efficient and 
suited to the tasks performed should rest pnmarily with its adminis¬ 
trative head. The ARC, however, made recommendations only for 
strengthening the Internal Work Study Units. Our assessment of the 
functioning of the various agencies in this area has convinced usr.that 
any _ mechanism which is totally external to the department or the 
Ministry concerned will have very little relevance, or competence to 
prescribe structural reforms or staffing patterns suited to the parti¬ 
cular department. There is, therefore, an immediate necessity to inter¬ 
nalise the agency. 

69.5 When the SRU was constituted in the year 1952, an externa! 
control mechanism was sufficient as the total number of staff to be 
controlled was manageable for the Government of India as a whole. 
In the past 3 decades, the governmental functions have grown to 
such as extent, both horizontally and vertically, that external mecha¬ 
nisms of control have become ineffective. This is apparent from the 
performance of the SIU from 1964 onwards. Also a substantial area 
of growth has taken outside the purview of the control mechanisms. 
The continuous and steady rate of growth of staff on the plan side 
in the Government of India has swamped the little economies suppos¬ 
ed to have been achieved by the recommendations of the SIU. 

Weaknesses of Control Mechanism 

70. The failure of the control mechanism is due to certain hnw 
shortcomings in the present system. The mechanism of control is ex¬ 
ternal to the system. The very dimension of organisational structure 
of the Government of India contra indicates the effectiveness of any 

3 PPG<fiP/86— 15 
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system which will depend pn external controls. The pattern of growth 
of staff in the organisation as such requires continuous monitoring 
which external agencies cannot undertake. The Staff Inspection Unit 
is bogged down in repetitive and micro level scrutiny without a sys¬ 
tem perspective. It lacks the necessary expertise and its effectiveness 
is limited. At the micro level the Administrative Reforms Wing does 
not possess the necessary authority vis-a-vis the administrative depart¬ 
ments [Ministries. It, too, has to build up competence and retain per¬ 
sons of proven excellence. There is no coordination between the func¬ 
tioning of the Administartive Reforms Wing and the S.I.U. Patch 
work attempts have been made to bring about coordination from time 
to time. But the fact remains that while the Administrative Reforms 
Wing has been rendered ineffective due to insufficient authority, the 
SIU which does have some teeth being part of the Finance Ministry 
is confined to the negative exercise of blocking expansions of staff. 
The first step towards any reforms in this area will be to internalise 
and strengthen substantially the control mechanism within the res¬ 
pective Ministries and Departments. 

Recommendation 

71. Ihis will mean, on the one hand, abolition of the SIU and 
transformation of the Internal Work Study Units in each Ministry] 
Department into Administrative Reforms Units. On the other hand, 
this will mean much greater latitude to the Administrative Ministries! 
Departments in the matter of sanction of new posts and re-deployment 
of their existing staff within the parameters of the approved policies, 
budgetary limits and ceiling rates of growth. We have in the part 
dealing with the Ministry of Agriculture recommended fixing a hori-* 
zontal embargo on the growth of staff subject to a prescribed ceiling 
rate. This will ensure the necessary latitude and flexibility for the 
respective departments to reshape their structures and staffing patterns 
for securing optimal efficiency. The Administrative Reforms Wing of 
the Government of India will fix the ceiling rate of growth on the 
basis of the average rate of growth in like Ministries]Departments. 
This ceiling shall be revised once in 3 years. 

72. Presently the growth of staff on the plan side is not subjected 
to the same control and work measurement as in the case of non¬ 
plan side. Prescribing an embargo will mean that even the plan staff 
increases will have to undergo the same scrutiny as that of the non¬ 
plan staff. Subjecting the plan staff to such a scrutiny within the em¬ 
bargo will definitely have a salutary impact on the growth of staff irii 
the governmental organisation. 

73. The Internal Work Study Units provide the necessary infra¬ 
structure for the creation of the Administrative Reforms units within 
each MinistryIDepartment. These Administrative Reforms Units will 
have - to function squarely under the administrative control of the 
Ministries,Departments of which they will form part. The task of the 
SIU in the area of conducting work measurement studies and fixing 
norms will devolve on these Administrative Reform Units. 
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74. The reconstituted Administrative Reform Units will have to 
be strengthened by infusion of necessary expertise. At present the 
IWSUs have no cadre or any system to train them and equip them 
with the expertise. It is, therefore, necessary to create a common 
cadre to include at least 50 per cent strength of the Administrative 
Reform Units. The cadre controlling authority shall be the Adminis¬ 
trative Reforms Wing of the Government of India. This will have 
an additional benefit of introducing the necessary linkage between 
the Administrative Reforms Wing and the various MinistrieslDepart- 
ments. 

75. The macro level checks should be determined only by the 
Administrative Reforms Wing and such checks should not include 
detailed examination of staff proposals. Its function should, apart 
from the existing consultancy work done by them, include policy 
guidance to the Administrative Reforms Units in each Ministry|De- 
partment, coordination of their work, control of the cadre manning 
these units. The Administrative Reforms Wing should carry out 
comprehensive studies of the organisational structures and proce¬ 
dures of different Ministries!departments in rotation. Policy parame¬ 
ters and ceiling rates of growth will be laid down by the Administra¬ 
tive Reforms Wing from time to time. For this purpose there is a 
necessity for infusion of sufficient expertise in the Administrative 
Reforms Wing. 

76. The Administrative Reforms Wing will be in a better position 
to carry out comprehensive studies of the organisational structure of 
the various Ministries and departments. We recommend that within 
a period of two years, this Wing should carry out a review of all the 
Ministries and departments under the government. After this initial 
study is completed, periodical reviews of the various' departments 
should be carried out at suitable intervals. 

77. The Administrative Reforms Wing will have to be part of the 
Cabinet Secretariat. This Wing should report to the Committee of 
Secretaries and the action taken on each and every report of the Ad¬ 
ministrative Reforms Wing should be placed before the Cabinet. This 
practice of placing the report of action taken on the recommendations 
regarding administrative reforms and functional efficiency is prevalent 
in some State Governments. Thereby bo*h the Ministry concerned as 
well as the Administrative Reforms Wing will pa$ more serious atten¬ 
tion to the identification of studies, their progress and finding as well 
as their prompt and proper disposal. 

78. With the abolition of the SIU, certain incidental rc-organisa- 
tions will become necessary. He have already stated tne main func¬ 
tion of conducting measurement studies and fixing norms will devolve 
on. the Administrative Reforms Units. The residuary functions like 
fixing norms affecting more than one Ministry, other selected studies 
of important nature will be transfered to the Administrative Reforms 
Wing.**** 

****Mr. Jafa has reservations on these recommendations and Ap¬ 
pendix XII sets out his views. . 
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Summary of recommendations 
79. To sum up :— 

(1) An embargo should be placed on the growth of staff be¬ 

yond a particular percentage. This percentage should be 
worked out on the basic of trend rate of growth. This 
shall be the function of the AR Wing. Tins rate shall be 
revised once every three years. 

(2) Control of growth of staff should be made the responsi¬ 
bility of the. individual departments (Ministries. 

(3) Administrative Reforms Cell should be built in each 
departmentjministry which can be done by strengthening 
the existing Internal Work Study Units. These wings in 
addition to their existing task take over the task of the 
SIU for conducting work-ipeasurement studies, fixing of 
norms etc. 

(4) The SIU should be abolished inasmuch as the role of the 
Finance (Expenditure) in controlling the growth .of staff 
within the embargo will be no more, relevant. 

(5) The IWSUs shall have a single cadre und;r the control 
of the Administartive Reforms Wing of the Government 
of India. They will, however, work under the administ¬ 
rative control of' the respective departmental head and 
report to them. 

(6) At the macro level the Administrative Reforms Wing will 
in addition to their existing duties take over the resi¬ 
duary functions of the SIU. 

(7) The Administrative Reforms Wing will carry out an 
initial study of all the Ministries]Departments within a 
period of two years and then carry out reviews of the 
various departments at suitable intervals. 

(8) The AR Wing shall be placed under the Cabinet secre-. 
tariat and will report to the Committee of Secretaries. 

(9) The action taken on the report of the AR Wing shall be 
placed before the Cabinet. 

(10) The Administrative Reforms Wing should be provided 
with necessary expertise and be multidisciplinary in con¬ 
stitution. It will continue to carry out the consultancy 
services rendered by it as now. 
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ANNEXURE—11 

Pattern of distribution of Staff in tin Department of Agriculture and Co-operation 
Head Quarters—as on 1.1.83 • 


Nature of post Technical Non-Technica 1 



%ag. 

No. of 

%age 

No. of 


posts 


posts 

1. Animal Husbandry <fc Dairy 
Development .... 

74.3 

(84) 

25.7 

(29) 

2. Crops A Horticulture 

62.4 

(68) 

37.6 

(41) 

3.- Fisheries ... 

58.7 

(47) 

41.3 

(33) 

4. Soil Conservation A Land Deve¬ 
lopment . 

79.6 

(39) 

20 4 

(10) 

5. Fertiliser .... 

64.8 

(107) 

35.2 

(58) 

6. Agriculture Census . 

63.2 

(12) 

36.8 

(7) 

7. Co-operation . 

59.5 

(22) 

40.5 

(15) 

8. P.PM.Cell ... 

85.0 

(17) 

15.0 

(3) 

1. Machinery .... 

45.2 

(14) 

54.8 

(17) 

2. Forestry. 

39.3 

'42) 

60.7 

(65) 

3. Credit . 

48,0 

(12) 

52.0 

(13) 

4. Seeds A farms . . 

29.2 

(7) 

70.8 

(17) 

5. International Co-operation 

13.5 

(5) 

86.5 

(32) 

6. SL A VT Manpower 

22.2 

(2) 

77.8 

(7) 

7. Plant protection 

4.5 

0) 

95.5 

(-1) 

8. .. 

10.0 

(1) 

90.0 

(9) 


Note Work pertaining to Admn/House keepinga n d Personal Staffhas been 
omitted. 
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ANNEXURE-iV 


Establishment Expenditure of the Department of Agriculture <k Cooperation 

Secretariat 


(Rs. in Iaklb) 





Salaries 

Wages 

Total Non-Plan 
Expendi¬ 
ture as 
Percent¬ 
age of 
total 
expendi¬ 
ture 

1 




3 

4 5 

1977-78 

Plan 


8.26 


8.26 


Non-Plan 


154.42 

0.91 

155.33 95.0% 


Total . 


162.68 

0.91 

163.59 

1978-79 

Plan 


8.67 


8.67 


Non-plan 


164.22 

1.04 

165.26 95 0% 


Total . 


172.89 

1.04 

173.93 

1979-80 

Plan 


10.19 

. , 

10.19 


Non-Plan 


175.07 

0.98 

176.05 94.5% 


Total . 


185.26 

0.98 

186.24 

1980-81 

Plan 


11.51 

. , 

11.51 


Non Plan 


202.26 

1.47 

703.73 94.7% 


Total . 


213.77 

1.47 

215.24 

1981-82 

Plan . 


10.61 

, . 

10.61 


Non-Plan 


208.97 

1.67 

210.64 95.2% 


T'tal . 

• 

219.58 

1.67 

221.25 
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ANNfcXURE-V 


Central Excise electorates and their Jurisdiction 


S. No. Collectoratcs 

Jurisdiction 

No. of 
Re-orga. 
nised 
Divi¬ 
sions 

1. AhmeJabid-y 

State of Gujarat, U T- of Dadra d Nagar 

13 

}• 

Haveli 


2. Baroda j 


17 


3. 

Allahabad 


7 

4. 

Kanpur > 

State of U.P. 

7 

5. 

Meerut J 


8 

6 . 

Bangalore 

State of Kama taka 

15 

7. 

Bhubaneshwar 

State of Orissa 

4 

•S. 

Bjnibiy-I "1 

State of Maharashtra minus areas falling 

12 

9. 

Bombay-II V 

under Nagpur Collecto,ate 

13 

10. 

Pune J 


16 

U. 

Nagpur 

Area Commonly known as Vidharba 

4 

12. 

Calcutta 

Calcutta 

17 

13. 

West Bengal 

State of West Bengal 

13 

14. 

Chandigarh 

States of Himachal Pradesh. Jammu A 
Kashmir, Punjab d U.T. of Chandigarh- 

8 

15- 

Cochin 

State of Kerala' 

7 

16. 

Delhi 

State of Haryana d Delhi 

9 

17. 

Goa 

Goa State 


18. 

Guntur 


6 

17. 

Hyderabad 

State of Andhra Pradesh 

10 

20. 

Indore 

State of Madhya Pradesh 

10 

21. 

Jaipur 

State of Rajasthan 

6 

22. 

Madias "1 

State of Tamil Nadu 

18 

23. 

Madurai V 

State of Bihar 

15 

24. 

Patna J 

10 

25. 

Shillong 

States of Assam, Nagaland, Meghalaya, 
Manipur, Tripura and U.T. of Mizoram 
Arunachal Pradesh 

11 
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anisaton of a Central Excise Collectorate 
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CE Customs 

Dvn(s) Dvn(») 


Annual output of the Staff Inspection Unit 
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ANNBXURB —VI 

DELEGATION OF FINANCIAL POWERS RULES 
SCHEDULE H 

POWER TO CREATE PERMANENT POSTS 

(S*e Rule 13) 

Note _Tho powers of subordiaat* authorities for creation of permanent unc la* 

stifled posts aie regulated by separate orders. 

AUTHORITY Class of posts which may be created 


Department of the Central Government: 

(i) * Department of parliamentary Affairs posts in Group A Service: 

and Vice-Presid.nt’a Secretariat (a) Secretariat posts not above the 

rank of Under Secretary; and 

(b) Other posts carrying prescribed 
scale the maximum of which does 
notcxoeea Rs, 1,600 per mensem. 

(c) Posts in Group B, C and D Ser* 
vices. 

(ii) Other Departmcts Posts in Group A Services on pay 

less than Rs. 2,750 p.r mensem in 
the prescribed scale or Rs. 3,000 
(if tb; post carries a pre-1931 scale) 
NOTE—Where a post is sanctioned on 
a time-scale the maximum of the 
time-scale should be tak e n as pay 
for the purposes of this UHiy. 
Posts in Grcups B, Cand D Services. 

Adn ioistrators: 

(i) Administrators of D.lhi; Dadra and Posts in Groups B, Cand D Services. 
Nagar Havji; Goa, Daman and Diu; 

Pondicherry; Chandigarh; and 
Mizoram- 

(ii) Other Administrators (excluding Ac- Postsin GroupsB,Cand DServices, 
rainistrator, Lakshadweep Islands). 

(iii) AimiihtrUor, Lakshadweep Island. Postsin Group D Service. 

Heads of Departments Posts in Groups C and D Services. 
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ANNBXURE-Yn 


SCHEDULE m 

POWERS TO CREATE TEMPORARY POSTS 
(See Rule 13) 

Not: The pow;rsof subordinate authorities for creation of temporary unclassi- 

fisd posts are regulated by separate orders. 

Authority Class of posts which may ba period for which 

created and the limit of pay the posts may be 
up to which a post may be sanctioned 
sanctioned 

- - 3 ~~ 

Department of the Central 
Government; 

(!) Department of parfia. pests in Group A S.rvias: 
mtntaryAffiirsand Vice-(a) Secretariat posts not abov. 

President's Secretariat th; rank of Under Score- Any specified 

tary; and period. 

(b) Oth.r posts carrying Pn.- 
scribed scale the maximum 
of which does not exceed 
Rs. 1,600 p;r mensem. 

Posts in Groups B, C, and D 
Services- 

(ii) Oth:r Departments. Posts in Group A Services on Any specified 

pay less than Rs. 2,750 p.r period- 

mensem in the prescribed 
scale ofRs. 3,000 tif the post 
carries a pre-1931 scale). 

NOTE .'—Where a post is 
sanctioned on a time scale 
th; maximum of the time- 
seal; should be taken as pay 
for the purpose of this 
entry. 

Posts in Group B, Group C Any specified 
and Group D Services other period, 
than posts in the Finance 
Branch of the Department. 

Administrators: 

(i) Arunachal Pradesh; Posts in Group A Service, the For any specified 
Delhi; Goa, Daman and maximum of whose scales of period. 
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1 

2 

3 

Diu; Mizoram; and 

pey does not exceed Rs. 


Pondicherry. 

2,000 p.m. and to which the 
Administrator is the appo¬ 
inting authority* 
posts in Group B, Group C 

For any specified 


and GroupD Services. 

period. 

(ii) Chandigarh; and £>adra Posts in Group A Service 

initially for any 

and Nagar Haveli. 


period not ex¬ 
ceeding six 



months with 



power to extend 
the post by not 
more than a fur¬ 
ther period of 
six months. 


Posts in Group B, Group C 

For any specified 


and Group D Service- ■ 

period. 

(iii) Andaman and Nicobar 

Posts in Group B, Group C 

For any specified 

Islands. 

and Group D Service- 

period. 

(iv) Lakshadweep ' 

Posts in Group C and Group 

For any specified 


D Service. 

period. 

Heads of Departments 

Posts in Group B, Group C 

For any specified 


and Group D Service- 

period. 


Explanation;—In this Schedule, “any specified period” mean*;— 

(a) in the case where the authority specified inoolumn 1 of the Schedule has 
power to create a temporary post specifiedin column 2 of the said Sche¬ 
dule but has no power to create such post permanently, a period not ex¬ 
ceeding two years; and 

(b) in any other case, any stated period. 
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Annexure-VIll 


DELEGATION OF FINANCIAL POWERS RULES 1978 
11. Creation of posts 

(1) Notwithstanding anything contained in these rules, no post 
shall be created :— 

(a) in the Secretariat office of a Department of the Central 
Government unless the scale or rate of pay on which 
the post is created has been approved by the President 
for a post of similar character under the Central 
Government; 

(b) in any other office which is under the control of an 
Administrator or Head of Department unless there exists 
in the same or any other civil non-secretariat office under 
that Administrator or Head of Department, a post of 
similar character on a rate or scale or pay approved by 
the President; 

(c) on a permanent basis, save with the previous consent of 
the Finance Ministry, unless saving in the succeeding years 
can be established for this purpose; and 

(d) unless funds to meet the cost of the post, if temporary, 
can be found by valid Appropriation or ReapprOpriation 
from within the provision placed at the disposal of the 
authority concerned during a year. Continuance of such 
posts in future shall be subject to the provision of funds 
being made in the budget. 

(2) The power conferred on a subordinate authority to create 
a permanent post may be exercised in creating similar supernumerary 
post for the purpose of accommodating the lien of a Government 
servant who, though entitled to hold a lien against regular permanent 
post, cannot be so accommodated because of non-availability of such 
a post. The supernumerary post shall be created only if another vacant 
permanent post is not available to provide lien for the Government 
servant concerned and it shall remain operative only until he is 
absorbed in a regular permanent post; 

(3) The power conferred on a subordinate authority to create 
permanent or temporary posts shall not, unless otherwise directed 
by the President, be exercised so as to add such posts to any service 
or cadre unless that service or cadre is under the control of that 
authority; 
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Provided that the provisions of this sub-rule shall not be applicable 
to posts borne on the cadres of the Central Secretariat Service, the 
Central Secretariat Stenographers’ Service or.the Central Secretariat 
Clerical Service. The competent authorities may create posts but 
their inclusion in the Central Secretariat Service, Central Secretariat 
Stenographers’ Service or Central Secretariat Clerical Service, shall 
be subject to the provisions of the respective Service or Cadre 
Schemes. 



Annexure-IX 


MINISTRY OF HOME AFFAIRS 
DEPARTMENT OF ADMINISTRATIVE REFORMS 
No. 1|3|63-0&M New Delhi, the 4th May, 1964 

Subject:—Demarcation of functions between O&M Division, Deptt. 

of Administrative Reforms, and Staff Inspection Unit, 
Department of Expenditure. 


The Committee of Administration, at its meeting held on the 3rd 
February, 1964, concurred in the proposal for the transfer of the 
O&M Division fi)om the Department of Cabinet Affairs to the 
Department of Administrative Reforms, set up in the Ministry of 
Home Affairs. The concurrence was subject to a suitable demarcation 
of functions between the O&M Division, and the Special Reorganisation 
Unit (now designated as Staff Inspection Unit) being settled after 
discussion between the Ministry of Home Affairs and the Ministry 
of Finance. 

A list of the respective functions of the two organisations as 
finally agreed to after such discussion, is enclosed for the information 
of the Committee on Administartion. 


Sd|- B. K. MUKBRJ1, 
Joint Secretary. 
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Statement showing die functions to be allotted to the O&M 
Division and Staff Inspection Unit. 


A—O&M Division 


I. General Objective 

To initiate and sustain a concerted effort to improve administartive 
efficiency in all branches of Government. 


II. Specific functions 

1. To study larger issues affecting the organisation and machinery 
of Government as a whole : e.g., procedures and problems having 
inter-Ministerial import which are causing delay, waste or compli¬ 
cations. 

2. (a) To lay down proper procedures for disposal of work. 

(b) To function as a clearing house on suggestions regarding 
simplification of procedures and records management. 

3. (a) To conduct administrative research on identified problems. 

(b) To conduct systematic and planned study of activities and 
procedures of Departments and agencies with a view to 
improving— 

(i) Procedures; 

(ii) relationships among constituent elements; 

(iii) management skills and programming techniques; 

(iv) communications; 

(v) Organisational competence; 

(vi) responsibility among various classes of civil servants; 

(vii) office facilities, and other aspects of machinery of 
Government. 


III. Nature of Operations 

(1) The above would mean carrying out detailed work studies, 
viz. 

(a) Organisational and structural analysis, delegation of 
powers, span of controls, rational distribution of 
work etc. but excluding work measurement. 

(b) Analysis of methods of work including decision¬ 
making process. 
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(c) Programme of work simplification and standardisation, 
rationalisation and reduction of paper work. 

(2) (a) To impart training in work study techniques in co¬ 

operation with Staff Inspection Unit. 

(b) To suggest programme of staff orientation and com¬ 
petence based on a system of initial, inservice and 
management training. 

(c) To evolve incentives for better performance. 

(3) To suggest control mechanisms for keeping watch over 
expeditious disposal of work and reduce delays. 

(4) To ensure that Ministries undertake and sustain a phased 
programme of codification and manualisation. 

(5) (a) To supply direction and guidance to Ministries for 

the competent running of their O&M Units. 

(b) To coordinate the functions of the various O&M 
Units in the Ministries and offices. 

B—Staff Inspection Unit 

I, Objective 

To secure economy in staff consistent with administrative efficiency 
and evolve performance standards and work norms. 

II. Specific Functions 

To review staffing of Government establishments through a pro¬ 
gramme of inspections and ad hoc studies. 

ID. Nature of operations 

(1) To determine the scope and strength of staff-required by 
conducting work measurement studies of organisations 
including technical organisations. 

(2) To frame forecasts of staff requirements. 

(a) By evolving and prescribing standards of performance 
(generally time norms) according to a programme 
of study of 

(i) House-keeping jobs; 

(ii) Jobs common to organisations; 

(iii) Routine, and 

(iv) Repetitive jobs. 

(b) By grading jobs in terms of their content and res¬ 
ponsibilities attached to the posts. 

N.B. Where the S.I.U. in the course of their work-measui'ement 
studies came across procedures and methods whose revision 
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or modification seems patently necessary and is likely to lead 
to economy in staff, they will incorporate suitable recommen¬ 
dations in their reports. However, items requiring detailed 
methods study will be brought to the notice of O&M Division 
for further necessary action. 

C—Coordination 

Since the S.I.U. and O&M Division are sister organisations whose 
objectives are to an extent similar and whose fields of activities have 
many points of common contact, it is essential that these two units 
should work in close cooperation, evolving the necessary machinery 
for coordination and exchange of information regarding the progress 
and results of studies and other items of mutual interest. 



Sector- Wise Employment Trends and Growth Rates in the Department of Agriculture 
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Appendix XU 


MINISTRY OF FINANCE 
(Department of Expenditure) 

Sub :—Draft Report of die Working Group on Staffing Patterns and 
Personnel Policies. 

Ref EARC OM No. EARC|V(A)|1{82-Adv. dated the 5th April 
1983. 


A Note below page 52 
The following may be added as a Note :— 

“Shri V. S. Jafa does not subscribe to the views expressed in 
para 68 onwards. In his view for making a balanced 
assessment, it is necessary to incorporate an appraisal of 
the work of the Administrative Reforms Wing and the 
IWSUs also. He does not also agree that the SIU should 
be abolished. In 1964 SRU was abolished and SIU 
created because the SRU experiment was not found very 
successful. Bringing the two functions now p e rf ormed by 
SIU and the Administrative Reforms Wing together will 
amount, to resurrecting the SRU itself. Besides, recent 
assessments made in the Ministry of Finance indicate 
that SIU is performing a very useful function and needs 
to be strengthened. There is a case for improving the 
functioning erf SIU”. 


V. S. 
21-4-83. 


SdJ- 

JAFA, 

Jt. Secy. (Per) 
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